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Stitches 


T ts a fair comment that the Economic Survey for 1956 

is mainly concerned with providing explanations of why 
the Government is going to carry out a sterner economic 
policy than the bare statistics suggest that it need, while 
most previous surveys have been concerned with parading 
excuses why the Government was going to carry out a 
weaker policy than the statistics suggested that it should. 
This is a most heartening change, even though—in the short 
term—the taxpayer may be forgiven for not appreciating it. 


The taxpayer, indeed, is not likely to get much joy from 
this paper (which is analysed in some detail on pages 688 
and 689). Economic surveys are traditionally studied as 
signposts to the budget. This time there are only two 
sentences that indicate—and indicate very brusquely—the 
Chancellor’s present intentions, First, "the aim of economic 
policy throughout 1956 will be to limit home demand, so 
that more of our production can be exported and so that 
the growth of imports is moderated”. This can be taken 
to mean that Mr Macmillan is not going to give any 
(net) reliefs on April 17th. Secondly, “it is difficult to 
foresee the timing of this change in the economic climate ; 
but if the measures so far taken are slow in producing 
results they will be reinforced”. This almost certainly 
means that the Chancellor is waiting until he gets the 
March trade returns before he decides whether he is not 
in fact going to take something (net) back. 


Why is the Government wearing this forbidding mien? 
It may be useful for a moment to play the devil’s advocate, 
the sort of advocate that might now be striding through 
the Treasury if this happened to be a pre-election instead 
of a post-election year. Two main statistics emerge from 
the survey about the economic outturn of 1955, and it could 
be argued that neither of them is very alarming. First, 
real domestic demand increased last year by £630 million, 
which was about £100 million more than the increase in 
real domestic production. The main culprits, however, were 
neither the economists’ favourite whipping boy of personal 
consumption, which rose by one third less in 1955 than in 
1954; nor its customary whipping mates of current govern- 
ment expenditure and the housebuilding programme, both 
of which actually declined last year. Instead, two thirds 
of the increase in demand occured in fixed investment other 
than housebuilding, which almost everybody agrees should 
be stepped up, and in stockbuilding. Britain overspent 
last year because it was installing new machinery in its 
businesses and laying in new stocks of materials which it 
would otherwise have had to buy, probably at slightly 


in Time 


higher prices, this year. That does not seem to have been 
a very terrible thing to have done. 

The other main statistic for 1955 that has received’ some 
publicity from the survey is that. Britain’s balance-of- 
payments deficit last year amounted in the end to £103 
million (if one includes defence! aid) or £147 million (if 
one excludes it); this is a smaller deficit than had been 
suggested in some recent sta nts, and it means that, 
on a total national income of £16,634 million, Britons 
overspent at the rate of only ;about 2d in the pound. 
Moreover, part of the deteriorgtion—particularly of the 
large deterioration of £148 million in the invisible account 
between 1954 and 1955—was due to factors that, the survey 
admits, did not represent a permanent weakening of our 
position. For example, British income'from shipping suffered 
heavy once-for-all losses during the summer dock strike ; 
and a great deal of money was. spent last year, but will not 
be spent this, in restarting operatigns dt Abadan, Why, 
then, all the talk of crisis ? 

The time has now come, however, to put the devil’s 
advocate behind one. He can be put there when a single 
simple point is realised. The British. Government has not 
been fighting a crisis in 1955 and early 1956. For once, it 
has been striving to forestall one. In political and economic 


HE resumption of work by the London printers 

on Tuesday came ‘too late, because of the short 
week before Easter, for THE. ECONOMIST to 
return to normal publication this week. It has there- 
fore been necessary to trespass for one more issue 
upon the good services of our Swiss friends who 
have enabled THE ECONOMIST to appear 


regularly in recent weeks. 

Next week’s enlarged issue, printed again in 
London, will contain in addition to the full array of 
all our usual features a collection of the statistics 
and other information which have been unavoid- 
ably held over during our exile since mid-February. 
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Lustrex can replace many costlier and less stable 
materials. But it is no mere substitute— it is a material SUPERFLUOUS 
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In many trades Lustrex cuts out whole processes— 
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Stitches 


T ts a fair comment that the Economic Survey for 1956 

is mainly concerned with providing explanations of why 
the Government is going to carry out a sterner economic 
policy than the bare statistics suggest that it need, while 
most previous surveys have been concerned with parading 
excuses why the Government was going to carry out a 
weaker policy than the statistics suggested that it should. 
This is a most heartening change, even though—in the short 
term—the taxpayer may be forgiven for not appreciating it. 


The taxpayer, indeed, is not likely to get much joy from 
this paper (which is analysed in some detail on pages 688 
and 689). Economic surveys are traditionally studied as 
signposts to the budget. This time there are only two 
sentences that indicate—and indicate very brusquely—the 
Chancellor’s present intentions, First, "the aim of economic 
policy throughout 1956 will be to limit home demand, so 
that more of our production can be exported and so that 
the growth of imports is moderated”. This can be taken 
to mean that Mr Macmillan is not going to give any 
(net) reliefs on April 17th. Secondly, “it is difficult to 
foresee the timing of this change in the economic climate ; 
but if the measures so far taken are slow in producing 
results they will be reinforced”. This almost certainly 
means that the Chancellor is waiting until he gets the 
‘March trade returns before he decides whether he is not 
in fact going to take something (net) back. 

Why is the Government wearing this forbidding mien? 
It may be useful for a moment to play the devil’s advocate, 
the sort of advocate that might now be striding through 
the Treasury if this happened to be a pre-election instead 
of a post-election year. Two main statistics emerge from 
the survey about the economic outturn of 1955, and it could 
be argued that neither of them is very alarming. First, 
real domestic demand increased last year by £630 million, 
which was about £100 million more than the increase in 
real domestic production. The main culprits, however, were 
neither the economists’ favourite whipping boy of personal 
consumption, which rose by one third less in 1955 than in 
1954; nor its customary whipping mates of current govern- 
ment expenditure and the housebuilding programme, both 
of which actually declined last year. Instead, two thirds 
of the increase in demand occured in fixed investment other 
than housebuilding, which almost everybody agrees should 
be stepped up, and in stockbuilding. Britain overspent 
last year because it was installing new machinery in its 
businesses and laying in new stocks of materials which it 
would otherwise have had to buy, probably at slightly 
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higher prices, this year. That does not seem to have been 
a very terrible thing to have done. 

The other main statistic for 1955 that has received’ some 
publicity from the survey is that Britain’s balance-of- 
payments deficit last year amounted in the end to £103 
million (if one includes defencet aid) or £147 million (if 
one excludes it); this is a smaller deficit than had been 
suggested in some recent sta nts, and it means that, 
on a total national income of £16,634 million, Britons 
overspent at the rate of only ;about 2d in the pound. 
Moreover, part of the deteriorgtion—particularly of the 
large deterioration of £148 million in the invisible account 
between 1954 and 1955—was due to factors that, the survey 
admits, did not represent a permanent weakening of our 
position. For example, British income’ from shipping suffered 
heavy once-for-all losses during the summer dock strike ; 
and a great deal of money was. spent last year, but will not 
be spent this, in restarting operatigns dt Abadan, Why, 
then, all the talk of crisis ? 

The time has now come, however, to put the devil’s 
advocate behind one. He can be put there when a single 
simple point is realised. The British. Government has not 
been fighting a crisis in 1955 and early 1956. For once, it 
has been striving to forestall one. In political and economic 


HE resumption of work by the London printers 

on Tuesday came ‘too late, because of the short 
week before Easter, for THE. ECONOMIST to 
return to normal publication this week. It has there- 
fore been necessary to trespass for one more issue 
upon the good services of our Swiss friends who 
have enabled THE ECONOMIST to appear 
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Next week’s enlarged issue, printed again in 
London, will contain in addition to the full array of 
all our usual features a collection of the statistics 
and other information which have been unavoid- 
ably held over during our exile since mid-February. 
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affairs, as in military affairs, it is always much easier to 
try to fight the last battle rather than the next one ; this 
year’s survey is a lucid exposition of why any British 
Chancellor of the Exchequer musi at all costs avoid trying 
to do this. 

The survey starts its task of public education in the very 
first sentence. “In 1955, world economic conditions were 
highly favourable” ; last year was the sort of year in which 
Britain should have run, not a deficit of £103 million, but 
a large surplus on current account. The outstanding feature 
of the year was a buoyant increase in world demand for 
manufactured products, and particularly for metal goods. 
This is a sign of rising world living standards and Britain— 
which has the facilities to make the metal goods for which 
foreign demand was most exigent—should have been well 
placed to benefit from it. But in the event we proved much 
bess ready to do so than our principal competitors. In the 
first nine months of the year exports of British manu- 
factured goods rose by 7 per cent; in the same period 
exports of German manufacture rose by 18 per cent and 
of Japanese by 27 per cent. Moreover, the real increase 
in the volume of British exports in 1955, when allowance 
is made for goods held over from the dock strike of late 
1954, was of the order of only 414 per cent; this compared 
with an increase of 1144 per cent in the volume of British 
tmports and an increase of 16 per cent in trade between 
the major world manufacturing countries as a whole. 

The reason for this comparative failure is exposed in 
the survey. “If home demand had been weaker”, it says 
flatly, "more goods could have been exported”. The fault 
did not lie merely in booming home demand for exportable 
metal goods, although the upsurge in this both distracted 
manufacturers from exporting and caused a perilous 
lengthening of delivery dates, which foreign customers 
may long remember. The fault lay in excessive home 
demand for other things as well, and the stringency that 
this caused in the labour market. Although the metal 
using- trades absorbed two thirds of the net increase in 
the civil labour force last year, factories with export orders 
in hand could never get,quite enough workers. Finally, 
the strain of excessive home demand also helped to push 
up prices, to an extent that was "one of the most disquieting 
features of the year”. The increase in prices was almost 
wholly. due to increases in wages and salaries. While output 
per man rose by about 4 per cent, earnings per man rose 
by 8 per cent; although gross trading profits rose also, 
the survey believes that profit margins actually declined. 

If the story of 1955 had ended there—if it had merely 
been a story of opportunities missed in what should have 
been a golden year—that would have been bad enough. 
But the increase in British costs had an even more serious 
side-effect. It led to many British products being over- 
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priced on world markets, and this in turn led some foreign 
speculators to assume in 1955 that sterling was bound to 
be devalued. The survey parades one of its most interesting, 
and disturbing, statistics in this respect. While Britain 
ran a deficit of £103 million in 1955, the sterling area ran 
a deficit of £78 million (compared with £108 million in 1954), 
Since some credit is usually extended to sterling, the 
Grain on the gold reserves should normally have been 
smaller than this combined sterling area deficit of £181 
million. In fact, however, the drain on the reserves was 
£229 million. Foreigners were not extending credit to 
sterling in 1955, they were running away from it; during 
the year foreign sterling balances were drawn down by no 
less than £90 million. 


This,.then, is the story of the Economic Survey of 1956. 
It is a complicated statistical story; but that is because 
Britain’s economic problem is now at a complicated stage. 
It differs from other periods of temporary crisis in not 
being a crisis but also in not being temporary; what is 
needed now is a minimal but permanent stiffening in the 
degree of disinflation, and thus a minimal but permanent 
increase in economic flexibility, in order to meet the 
resurrected fact of German and Japanese competition—come 
good years, like 1955, and, even more urgently, come bad 
ones. The greater should be the welcome that part at least 
of the Government appears to have grasped the essentiais 
of the problem. 

It is the apparent division of the Government into two 
parts that should be the main cause now for uneasiness, 
It is clear that there are two official policies for dealing 
with the brimfull economy. One of them, the policy of 
propaganda for restraint in incomes, had its airing in last 
week’s white paper on full employment and on emollient 
ways of trying to exorcise inflation. "You may threaten 
its life with a railway share. You may charm it with smiles 
and soap.” That, of course, is the classic recipe for hunting 
a snark; but it has never seemed a very sensible recipe 
for seeking equilibrium in the British economy. The other 
policy, that of curing excess demand by cutting it, has its 
airing in this week’s Economic Survey. The two policies 
may profitably run in double harness for a time; but, in 
the end, it is only this second policy that can bring the 
carriage home. That is why the Economic Survey is a much 
more important, realistic and encouraging document than 
the employment white paper. It sets down the doctrine 
of the stitches in time. Mr Macmillan may already have 
made the necessary stitches, but this survey is a plain 
explanation of why April 17th would be far too early for 
him to unpick any of them. 


The Rival Curates 


EOPLE are still trying to kill our child. Just over two 

years ago The Economist conceived and gave birth to 
& character called Mr Butskell, a composite between the 
last Chancellor and the last but one. He was not a very 
sympathetic character. He belonged much more to the 
dead centre in politics (the body that seeks to strike a 
compromise on every issue and give offence on ‘none) than 
to the group to which The Economist itself belongs (which 
is the extreme centre, a body that holds very moderate 
but decided views, and is vehemently opposed to a compro- 
mise being struck on any of them). But it was recognised 
@t the time that Mr Butskell was a reformable character, 
and it should be recognised now. Britain is much more 
likely to get a policy of the active centre put into effect 
if there is a narrow but definable difference between the 


parties than it would be if either party fell into the hands 
of its extremists. 


In the current issue of Encounter, Mr Ray Jenkins, a 
faithful follower of Mr Gaitskell, dutifully declares that he 
does not believe "that Mr Butskell ever really existed 
Outside the imagination of political writers and cartoonists”. 


*But” he continues, "he is certainly now dead, even for 
them, and is unlikely ever to be replaced.” 

What has killed the mythical political figure has 
been a new political situation. The former Chancellor 
of the Exchequer after four successful years of having 
it both ways—full employment and the scrapping of 
controls, the Welfare State and lower taxation—was 
forced by the end of his terms-of-trade bonus to 
make choices; and in so doing he deeply offended 
the Labour Party and its supporters throughout the 
country. The political temperature, naturally and 
desirably, has therefore risen somewhat. 

Although the political temperature has from time to 
time been artificially raised, there could hardly be a more 
misleading description of the long term political trend of 
the last three months. For the great and good news of 
this period, the period of Mr Gaitskell’s novitiate in the 
Labour party leadership and of Mr Macmillan’s novitiate 
at the Exchequer, is that Butskell is not dead. He has 
moved sideways a little, and in so doing has.a chance to 
become a rather more encouraging character than before. 
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A few months ago Butskell did indeed seem to be in dire 
peril, for two reasons. The chief of them was not the 
economic change noted by Mr Jenkins, but the political 
change in the two party leaderships. This does not mean 
that either Mr Gaitskell or Sir Anthony Eden is naturaily 
the sort of man to gravitate willingly to extremes ; indeed, 
left to themselves, the competition between them could in 
some circumstances resemble nothing so much as the 
famous competition in mildness between Gilbert’s rival 
curates of Spiffton-extra-Sooper and  Assesmilk-cum- 
Worter. But, for this very reason, it seemed possible that 
the leader of the Labour Party, at any rate, might feel 
forced to disguise his mildness by wildness. The appre- 
hension that was expressed in these columns four months 
ago was that an apprentice captain such as Mr Gaitskell 
might be under increasing compulsion to make concessions 
to his extremist wing. 


What, however, has happened? The internal party pressure 
has been exerted on the other side, against Sir Anthony 
Eden. In certain circumstances this could be dangerous. 
If the Tories were in Opposition, a leader as harassed as 
Sir Anthony is now might well be willing to edge the 
party in the direction desired by the chairmen and 
secretaries of the Conservative constituency associations. 
Like. Mr Khrushchev at Marshal Stalin’s beck, Sir Anthony 
might be compelled to dance the gopak. S<me people may 
say that he has done some steps of .ue dance already; 
they profess to see signs of the Toryism they used to know 
and abhor in the Conservatives’ reception of the news of 
Archbishop Makarids’s deportation and in the debate on 
capital punishment. But this suspicious peering for un- 
original sin is overdone. So long as the Conservatives are 
in office, so long as they have roseate memories of how 
the Butskellite policies of 1951-55 paid dividends at the 
last election, it is not going to be easy for anybody to propel 
Sir Anthony's present team into reaction. Perhaps it is 
not even going to be as easy as was feared a short time 
ago to propel it in any direction in which it does not want 
to go. The Government’s recent record in economic affairs 
has shown a welcome resistance to outside pressure. 


It is, therefore, the atmosphere around Mr Gaitskell in 
the last few months that has been of greater ultimate 
interest for the long term course of British politics. And 
here, too, the trends have been encouraging. When 
Mr Gaitskeli succeeded Mr Attlee, his admirers devoutly 
hoped that he might have good luck and great energy 
during this critical opening phase of his leadership. To an 
extent then unforeseen, Mr Gaitskell has had both. His 
biggest piece of good luck has been Sir Anthony’s bad luck 
since Christmas; although fate, rather than Mr Gaitskell, 
has been responsible for the recent improvement in Labour’s 
standing in the country, the party itself, which has got 
used to regarding fate as a Tory, is inclined to give 
Mr Gaitskelt the kudos. 

It was not in Mr Gaitskell’s power to command this 
personal good fortune, but almost every commentator will 
agree that he has shown that he has the power to make 
good use of it. His handling of foreign affairs and, with 
meticulous attention, of Parliamentary business has been 
particularly skilful; and, most hearteningly, he has also 
found time to use his new cpportunities to roll a few road 
blocks out of the way of a forward-looking domestic policy 
for his party. One of the greatest, though quietest, of his 
achievements was when he used the occasion of a confer- 
ence of Labour councillors jast January virtually to re- 
write Labour's housing policy. Later he tried to turn 
Labour’s approach to the Monopolies Bill from a complete 
misconception about the speed of Mr Thorneycroft’s process 
to a useful debate on principles; and his hand could also 
be seen in the successful and wise decision to inject 
reason rather than emotion into last week’s debate on 
unemployment. 

Will Mr Gaitskell be able to keep it up? It is’ here that 
One must weigh the other great danger that seemed to be 
emerging a few months ago—the danger, which Mr Jenkins 
assumes to be a fact, that the new look in Conservative 
economic policy might so "deeply offend” the Labour party 
83 to sear any vestiges of Butskellism out of its corpus = 
Political thought. The second really cheering piece 


669 
political news since Christmas is that the new look does 
not seem to be doing this at all; so far as one can judge, 
it is having precisely the opposite effect. 


There is a quite logical reason for this. For a long time 
now a policy of trying to stand just to the left of the 
Conservatives has been rather like trying to stand just to 
the south of the top of Shakespeare Cliff. Labour’s inter- 
pretation of a party of the left is one that believes in a 
lot of public spending by the State and in a distribution 
of private spending power that favours sections of the 
community which are more likely to consume than to save. 
So long as the Conservatives have believed in a policy of 
Spending all that the country could possibly earn, this has 
meant that Labour has felt bound to stand for a policy 
of spending more than that; it is for this reason, rather 
than from any instinctive inclinations, that it has come to 
allow itself to be identified as a party that wants to fight 
a perpetual crisis by a perpetual system of controls. Now, 
however, if the Conservatives are going to start to believe 
in a policy of spending slightly less than the country could 
earn, and to use the margin as a buffer against price 
inflation, there may be some hope of squeezing a doctrinally 
acceptable but less control-minded brand of Butskellism in 
to the left of them ; there were even some signs of Labour 
spokesmen trying to do this’in last week’s unemployment 
debate. The opportunity for a sensible sort of economic 
opposition may be knocking, just at a time when a new 


party leader has emerged who would like, and may be able, 
to open the coor. 


This is still a hope rather than a forecast. After 
the experiences of the’ last ten years, it is not yet 
sensible to give Mr Gaitskell every benefit of so many 
doubts. If personal difficulties re-emerge for his leader- 
ship—if the Tories begin to recover their ground in the 
country, or if Mr Bevan re-erupts—Mr Gaitskell may not 
manage to take this opportunity} even if they do not, he 
still may not grasp it. The compilation of the ten party 
policy statements promised at Margate—a promise that 
may now turn out to’ be a nuisgnce—will be a real test. 
But for the moment there is really no reason for writing 
obituaries on our Butskell. Fifteen years ago, after some 
minister in the National Gover nt had said that Colonel 


Blimp was dead, Mr David Low depicted his creation’s 
funeral: all the pall-bearers proved to have features 
remarkably like those of the Colonel himself. So, to judge 
from the recent pages of Hansard, may it be of Butskell 
now. 































The Prussian Marriage 





It is understood that Prince Frederick of Prussia has formally 
asked and obtained the sanction of the King to his requesting in 
marriage the Princess Royal of England. The publicity of this 
proceeding is supposed to imply a knowledge that the English 
Court will approve of the union proposed. A choice in every 
way more suitable and satisfactory, we think, could hardly have 
been suggested ; and we are at a loss to account for the indigna- 
tion felt or assumed some time ago in one isolated quarter by 
the rumour that such an alliance was in contemplation. .. There 
is not, and never can be, any serious danger lest English politics 
should be mischievously influenced by the foreign connections 
of our Royal Family ; and we think that those who entertain 
any suspicion of the kind must have formed a very low idea of 
the character of the British Court and the independence of 
British statesmen. There is no reason to apprehend lest, in this 
country, the personal influence of the Sovereign should ever be 
exerted to the detriment of the public interest. On the other 
hand, that influence might often be of material service to us in 
our relations with countries where the supreme power is practi- 
cally vested in the Crown, and where the individual will of the 
Monarch determines the policy of his Government. A cordial 
alliance with Prussia would be for England an acquisition of no 
trifling importance. It is in the highest degree necessary to us 
to secure an influence in Germany which would enable us to 
counteract any future machinations on the part of Russia, whose 
power in German affairs has been for a long time steadily 


increasing. 
The Economist 
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South of the Rio Grande 


N what Mr Dulles has called "the second round” in the 

cold war, the Soviet leaders are lavishing smiles and 
promises to the four winds. They have toured Asia, they 
have staged a diplomatic offensive in the Middle East, 
they have made changes in party doctrine well suited to 
the needs of Communism in western Europe, and the red 
flag has been hoisted in the Antarctic. Western strategists 
may be wondering where the ubiquitous Russians will pop 
up next. Could it be just south of the Rio Grande ? 

' ‘The latest Soviet approaches to Latin America, the 
proposal to establish diplomatic and commercial ties with 
‘all the countries of Central and South America and to 
exchange Russian machinery, oil and technical assistance 
for agricultural products and raw materials, are nothing 
new. Although Marshal Bulganin’s sweeping offer—con- 
tained in replies to questions submitted by Vision, the 
leading Latin American periodical—was aptly timed and is 
broader in scope than earlier blandishments from Moscow, 
it merely continues a traditional part of Soviet diplomacy. 

._.From the* Marxist point of view, Latin America is 
promising ground for propaganda and agitation. Most of 
the South American countries are at the difficult stage 
of. transition from mainly agricultural and primitive 
economies to industrialisation and full-scale capitalism. 
This transition is being achieved with the assistance of 
foreign skills and investments. 
growing literacy and political consciousness among the lower 
classes and growing wealth among the entrepreneurs. There 
is a combination of sensitive nationalism, increasing distinct- 
ions of wealth, restless native populations impoverished by 
the decline in old methods of agriculture, and local strong 
men eager to seize power under whatever expedient banner. 

It is no wonder that Mr Shepilov included Latin America 
among the targets of Soviet propaganda during the Moscow 
Congress. The astonishing fact is not that there should 
be important centres of Communist influence and activity 
in Latin America but that these should be, on the whole, 
so ineffective. 

Communist influence is strongest in Brazil, Mexico, 
Argentina, Chile and several of the republics of Central 
America. The party was outlawed in Brazil in 1947 but 
continues its activities under the leadership of Colonel 
Prestes, a somewhat legendary figure variously reported to 
be hiding in the great interior or in one of Rio’s most 
elegant hotels. Communist strength is estimated at between 
120,000 and 140,000 with some 300,000 adherents on its 
fringe. In the recent elections, Communist votes provided 
embarrassing: but important support for President Kubit- 
echek, and Vice-President Goulart is suspected of flirting 
with a perilous combination of Marxist doctrine and ultra- 
nationalism. A number of important Brazilian deputies 
are thought to be Communists. 

In Argentina the numerical strength of the party is less 
than 100,000 but there are Communist sympathisers in key 
positions in organised labour. Although Moscow’s line on 
Peron was one of friendship with a valiant exponent of 
the "third force”, Argentine Communists are now claiming 
their share in liberating the country and are trying to 
capture the unions, which are in a state of bewilderment 
and dissatisfaction. 

Mexico is a classical beach-head of Communist infiltration 
in the Western Hemisphere. A combination of militant 
anti-Americanism and of intellectual and artistic conversion 
to various forms of Marxism has long made that fascin- 
ating country a breeding ground for professional agitators. 
I? there fens ae Ab 50,000 solid Communists in Mexico, it is 
mainly use memory of the murdered Tro still 
burns bright. — 

The situation in Chile is even more complex. Between 
eight and ten of the leaders of the Central Workers’ Union 
ere believed to be Communists, and Communist influence 
among the copper miners is growing. The reactionary policies 


It is bringing with it- 


of the present Chilean government, combined with the 
presence of American investment and commercial ability 
in its more naked forms, encourage the growth of Com- 
munism among Chile’s proletariat and backward peoples. 

The strong tradition of Communist infiltration in Central 
America and the Caribbean is at its most effective among 
the sugar workers of Cuba and the fruit pickers of Guate- 
mala. Although the pro-Communist regime In Guatemala 
was overthrown with American backing nearly two years 
ago, Soviet interest in the country goes on. ‘Throughout 
Central America the often tactless forms of American 
influence and the poverty of the lower classes; contrasted 
with the ostentatious splendour of the rich and the’ brutal 
character of some governments, give an excuse for class 
hatred and Marxist fervour. There are another: 200,000 Com- 
munists scattered throughout Peru, Venezuela, Colombia, 
Panama and Uruguay; in most of these places the party 
is outlawed. 

Theoretically, therefore, Latin America would seem a 
promising field for the latest offensive in the Soviet 
campaign of attrition through amity. And it makes good 
sense to the Russians that, after the failure. of direct 
infiltration into Guatemala and British Guiana, the new 
strategy should. be one of mutual recognition, trade and 
cultural exchanges. At any moment, uncomplimentary 


. articles about Latin. America’s ‘backward dictatorships will 


vanish from Soviet encyclopedias and the deposed ruler of 
Guatemala, Colonel Arbenz, will find that he has outstayed 
his welcome in. Prague. 


Yet, when it comes down to hard fact, the, Soviet. initiative. 
has not so far much solid footing. The re¢ord shows that 
trade agreements between. Russia and various Latin Amer- 
ican countries have, in the past, been worth. little. The 
most glaring instance is the much-heralded, pact. between 
Russia and Peron’s Argentina. Contrary .to. widespread 


‘ belief, Russo-Argentine. trade has been. of little significance. 


More remarkable, the Soviet Union is today one of the very, . 
few nations in the world that remains indebted to Argen- 
tina, and the vaunted treaty has cost Argentina a great deal.. 
There are at present some twenty trade agreements 
between the nations of Central and South America and 
various members of the Soviet bloc. They call for an 
exchange of $500 million worth of goods.each year. Actual 
commerce in 1954 amounted to only $200 million. Compared 
with the figures of trade with, and assistance from, the 
United States these are paltry sums. Trade with America 
exceeds a value of $7 billion annually and, the United States 
absorbs more than forty per, cent of Latin America’s 
exports. Another $7 billion in American capital are, invested 
in every form of South American enterprise. In the last 
ten years development loans from the United States have 
exceeded $1 billion, and some $500 million have been provided 
to meet foreign exchange crises, especially in Brazil. Scores 
of American-financed programmes of technical, monetary 
and medical assistance are active in nearly every Central 
and South American country. 
« Soviet manoeuvres can unquestionably upset the equi- 
librium of Latin America. The reported offer of arms to 
Ecuador, which is again at odds with Peru over frontier 
adjustments, is one example. No doubt Moscow will seek 
to obtain diplomatic representation throughout Latin 
America; today it has diplomatic relations only 
Uruguay, Argentina and Mexico. But these activities, how- 
ever much attention they receive in press and radio, represent 
no substitute for real trade and assistance. The Russians 
have still to make good their recent words ; and there is little 
evidence that either Latin America or Washington expects 
Marshal to deliver the goods. But the challenge 
is being made; it must be watched. 
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Notes of the Week 





Parliament Plus 


OVELTY alone would have lent interest and excitement to 

the Parliamentary term that ended on Thursday. The 
slaughter of the greybeards having reached its climax just 
before Christmas, there has been a plethora of new men jostling 
for fame. | But more solid results, too, have emerged. A new 
liveliness has been injected into Parliamentary affairs, and it 
has been combined with much greater order. In part, this is 
a reaction from the very bad patch through which Parliament 
passed just before the general election and then before the 
change in Labour leadership. Members with a proper sense of 
constitutional mechanics grew just as weary then as ordinary 
outsiders of seeing the Commons used as a demonstration plat- 
form instead of as a Parliament. One suspects that this has 
been especially important in one particular case. A. strict 
appreciation of proper constitutional mechanics, together with 
an enthusiasm for foreign affairs, has been for many years one 
of the hidden underwater attributes of the iceberg that is 
Mr Hugh Gaitskell. Coupled with Mr Butler’s common sense 
approach to the job of Leader of the House, Mr Gaitskell has 
played the major part in restoring Parliament from a show- 
place for propaganda quickies to a forum of much more closely- 
reasoned debate. 

Across’ the ‘floor, although now without so many people 
watching him, Mr Butler has shown again that he is probably 
the most efficient organiser in this Government. Considering 
the tangled timetable he inherited—and largely created through 
his autumn Budget—he has handled the Parliamentary pro- 
gramme with surprising ease. So far he has had to drop 
overboard only one minor Bill (paradoxically, the promised 
anti-dumping measure); and he has managed to clear out of 
the way some tough morsels, such as the Housing Subsidies 
and Teachers’ Pensions Bills. But a busy period lies ahead. 
The first: two days of the long drawn out committee. stage of 
the Restrictive Practices Bill will be taken in the week Parlia- 
ment reassembles ; and then Budget Day on April 17 will herald 
the Finance Bill and days of committee work on that. Also 
still in the machine, and due to come back to the Commons 
for their later’ stages, are such mammoth measures as the 
Clean Air Bill (in which Mr Nabarro has scored some signal 
victories upstairs) and the Road Traffic Bill (on which ‘the 
new and energetic Minister of Transport may have yet more 
amendments to propose). The latest straw to be piled on 
Mr Butler’s back is the Silverman Bill to abolish the death 
penalty. That will be bound to take three or four days in the 
Commons, apart from any extra time required to battle with 
the Lords, Mr Butler will need all his combination of suavity 
and obstinacy if he is to prevent the session running on to 
Christmas-time. 


Grasping the Nettle in Malta 


R Lennox-Boyd made it clear on Monday that the 
Government has decided that the plan for integrating 

Malta with the United Kingdom should go ahead; the Prime 
Minister was expected to announce on Wednesday exactly how 
it thinks this should be done. In principle, the Government has 
taken the right decision. The idea of welcoming three Maltese 
MPs to Westminster has not aroused any insular objections in 
this country; opposition to the idea in the House on Monday 
was confined to a wedge of doubtful Tories, many of whom, 
as Labour. pointed out with some glee, were supposed to be 
fervent imperialists. These Tory critics pleaded for delay, 
and put forward some legitimate doubts, about how the scheme 
might work out ; but they were not able to suggest any scheme 


that would work better—given the need to end the present 
outdated system of diarchy, to recognise that the Maltese are 
a mature and proud European people, and yet to retain fot 
the "Queen in Parliament” at Westminster the right to lay 
down the law about their defence and foreign affairs. The 
British Government must wish that the recent Maltese refer 
endum had given Mr Mintoff a clearer mandate for integration, 
and that the poll had not been bedevilled by the Roman 
Catholic Church’s feud with him. But, at least, more Maltese 
are in favour of this scheme than of any other. 

Two problems now emerge. One is the religious issue. The 
sensible line for Britain to take about this is that the privileges 
of the Roman Catholic Church in Malta are a matter for that 
Church and the Maltese Parliament to decide, distasteful as 
some of those privileges are to British sentiment. The othet 
problem is how far constitution-drafting should be carried 
before the next Maltese election. The essential thing here is 
surely that the Maltese electorate at that time should have 
before it, not merely the idea of integration, but a detailed and 
exhaustively debated scheme; what is really desirable ‘is 
something that will have passed by then through the equivalent 
of three Parliamentary readings, a committee and a report stage 
both at Westminster and Malta. It is difficult to see how this 
could be done merely by setting down a draft constitution in 
a white paper and holding discussions abou. it. Labour's 
suggestion on Monday seemed to be that Parliament should 
now proceed to enact a complete Integration Bill; then, if 
Mr Mintoff did not win the next Maltese election, the Bilt 
would presumably have to be repealed or not put into effect. 
That may seem a strange constitutional suggestion ; but, writing 
before Sir Anthony Eden’s statement on the Government's 
detailed proposals, it is not easy to think of a better one. 


UN and the Palestine Frontier 


O the United States government has passed the problem of 
insulating the Palestine frontier back to the Security 
Council. This is the classic and correct place for handling it, but 
has the drawback that the Council's machinery is too slow to be 
of use in an emergency. For nearly two months American, 
British and French representatives have been meeting off and 
on in Washington to discuss what they can do to render effective 
the one document that offered a prospect of quick action in the 
event of trouble. This was their three-power Declaration of 
1950, by which they undertook to nullify any frontier violation ; 
six years later, their capacity for common effort appears to 
have dwindled. The French are too deeply pre-committed in 
North Africa, and the Americans too busy tilling the soil for a 
presidential election, to be able to contemplate military sanctions, 
The British, when they were in the canal zone, were in a posit- 
ion to "go it alone” by the passive method of simply being there, 
but they cannot do that from Cyprus. 

The three-power Declaration of 1950 has a moribund look ° 
because its authors cannot agree how to implement it, and 
because official opinion in the area opposes its implementation. 
The line taken by both Arab and Jew has been endorsed by the 
Soviet Union with a declaration that it is old-fashioned for 
powers to intervene to stop wars between small but independent 
states. Thus, no matter how much the housewife on the frontiet 
might like to be able to put a burly western marine between 
herself and an attacker, she would be unpatriotic to say so: 

The resolution put forward by the United States was unwelcomé 
locally, but deserves approval everywhere else. It was harmiess 
enough, merely asking the Secretary General to make a personal 
visit to the area, and to report back within a month what further 
action he recommends for keeping the peace. Its importance is 
that it seeks to. transfer the problem of stopping an attacker 
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from the hands of the western powers to the hands of the 
United Nations; thus it implies an effort to get Soviet help in 
keeping the peace. If the Russians obstruct this effort, they will 
at least have proved that some Westerners are right in thinking 
that the main present Russian ‘interest in the Middle East is to 
make mischief. If they cooperate, so much the better. 


The Algerian Mirage 


Mollet’s government faces few important parliamentary 
e hurdles in the near future. It is supported to left and 
right by counter-balancing fears that it may lean the other 
way. This equilibrium, however, does not justify an impression 
of complete agreement within the government itself. It is 
anybody's secret that M. Mendes-France has strong misgivings 
about various aspects of the policy pursued by a cabinet in 
which he is minister without portfolio. He is apparently 
worried by the danger that rising defence costs and social 
expenditure, umaccompanied by any compensating measures, 
may increase the inflationary pressures in France. He seems 
even more perturbed by the conduct of the Algerian affair. 

Over Algeria, as it is reported, he complains less of any 
specific actions of the government than of its lack of a broad 
and coherent programme; he holds that military measures 
against the rebels could be fitted into such a framework 
without prejudice to the chances of resuming the “dialogue” 
with the Moslems. To create such a favourable climate, the 
existing special powers would need to be used not only to fight 
the rebels, but to curb the French extremists as well. Com- 
plaints are heard that M. Lacoste, the minister resident in 
Algeria, is so concerned with the fighting that he wants to 
avoid any trouble with the French settlers in the rear. There 
are fears that, through this one-sided caution, the chance of 
capturing Moslem imagination may be missed and the ultimate 
objective—peace-making—brought no nearer. 

Algeria ‘at the moment dominates the politics of France. The 
government may have gained less popularity than might have 
been expected from the iftroduction of three weeks’ holiday 
with pay, or from M. Pineau’s spectacular speeches, because all 
Frenchmen are now more concerned with Algerian events than 
with ‘anything else. One ingredient discernible in this mood of 
popular excitement is the assumption that everything can be 
settled by a brief, strenuous military effort. But this is a 
dangerous ilJusion. 


Togliatti, .Nenni, and Stalin 


HE Italian Communist party, the largest in western Burope, 
has been making heavy weather of the debunking of Stalin. 
Signor Togliatti made no effort to let the Italian comrades down 
lightly and his revelations have thrown the party into confusion 
and disarray. He himself has shown signs of losing his customary 
poise and at two meetings of Communist deputies last week he 
found himself on the mat. Pointed questions were apparently 
asked about the reasons for this belated washing of dirty linen 
and about Togliatti’s motives for keeping his colleagues in the 
dark so long. e 
For the Italian Communist, the end of the Stalin myth is more 
than a personal shock or a source of ideological misgivings. It 
is of urgent practical importance. The local elections at the end 
of May will be the first test of political opinion throughout Italy 
since the general elections of June, 1953. . Will the Communists’ 
espectacular somersault over Stalin cause voters to recoil from 
them in disgust and scorn? Or will the debunking of Stalin 
make their party more respectable and more attractive? The 
man who may possibly gain most is Signor Nenni. He is the 
Obvious: second choice for voters on the extreme left who are 
disgusted by Communist somersaults; and any aura of respect- 
ability which his Communist allies may acquire may win him 


_ ®Bome less extreme votes as well. 


Signor Nenni’s first reactions to the events in Moscow were as 
confused as those of any Communist party stalwart. But by the 
time he published an article on the Soviet party congress in 
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ened. He even went so far as to lecture Samo 

liamentary procedure and on the respect for “democratic 
Jegaiity” which a minority opposition must observe. These are 
brave words, but one suspects they may be wasted. If the Nenni 
Socialists do indeed prove the gainers from the debunking of 
Stalin, they can expect their Communist friends to cling to them 
like limpets. There is no sign that they will resent this; they 
need the Communists as much as the Communists need them. 
Signor Togliatti may feel sore at the moment, but at least he 
can tell himself that the Soviet party congress and the present 
Italian political situation both vindicate his determined pursuit 
of a “soft” line and of a popular front. 


Parking at the Right Price 


HE claim of the Minister of Transport that he is making an 

entirely new approach to the problem of parking cars in 
London is justified. For he has at last heeded the call to base 
parking regulations on economics, which the plap put forward 
by the 1953 working party on the subject did not. It is true that 
the working party recommended areas where no parking should 
be allowed and areas where parking meters should be installed, 
and Mr Watkinson’s new committee will no doubt consider these 
again; but the working party did not lay down the basic 
principle that cars should be driven off the streets into off- 
street parking places by the sheer cost of renting space in the 
streets. It still followed the line that it is for the authorities to 
provide enough parking space, and it is Mr Watkinson’s break 
with this idea that has brought the motorists’ organisations down 
on him. They want him to find the money to build multi- 
storey garages and all the rest of it; Mr Watkinson wants to 
make it worthwhile for others to build them because the motors 
will be hooting their horns to pay the fee to get in. 

Mr Watkinson is right. He neatly clinched his argument by 
showing that there are 213,000 empty places daily in garages and 
car parks—presumably throughout the country—simply because 
people have to pay to use them: that is, because they pay nothing 
to use the. streets, apart from the contingent Hability to fines 
for obstruction. Obviously the lowest price at which street space 
should be rented to motorists is that which will fill the existing 
garages and offstreet car parks at their present prices; but 
Mr Watkinson rightly goes further and argues that the price to 
charge on street meters is that which will make it worthwhile for 
garage proprietors to build additional parking space and so 
increase the total parking available and progressively clear the 
streets. Just what this "relatively high price” should be may be 
arguable. Mr Watkinson suggested 5s to 7s a day. Since the 
annual return per square foot of office space in central London 
often exceeds £1, this may be too low; for, of course, the policy 
itself will have to tend to push prices up for existing accomod- 
ation to the point at which: new garages become profitable. 

Mr Watkinson is undoubtedly on to the only principle that 
will clear the streets. It deprives nobody of any rights; but on 
the contrary will increase the opportunity of all motor owners to 
use existing streets and wait in them for the short intervals 
necessary to transact normal business. 


P.R. for Mauritius 


EFORMS in two colonial constitutions have been announced. 
Both seek to grapple with the abiding problem of devising 
checks upon the power of the majority and safeguards for 
minorities. A substantiel further instalment of gelf-govern- 


-ment has clearly been due to Mauritius for some time ; but the 


difficulty has always been that the Indo-Mauritians, amounting 
to 65 per cent of the population and looking Nehru-wards, 
would on a simple adult suffrage on the British model of 
single-member constituencies inherit all the power transferred. 
To this the French-speaking minority, partly but not wholly, 
because it is terrified of the Indian leaders’ left wing tendencies, 
has steadily objected. 

The changes now announced will increase the number of 
elected members from 19 to 25 (as against 12 members still to 
be nominated by the Governor), but provide that they should 
be elected by proportional representation with a single transfer- 
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Nowhere in the world is the technical quality . 
of British television surpassed. And this leadership 

will be maintained, for, despite present-day achieve- 

ments, research goes on ceaselessly. 

In television, as in other fields of electronics, Mullard 
scientists work hand in hand with the designers of 
Britain’s leading setmakers. This combination is your 
assurance of the highest available standards of 
performance and quality. When you buy a receiver 

fitted with a Mullard picture tube, Mullard valves and 
magnetic components, you are sure of the best 
possible return for your money. 
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ELECTRONIC VALVES AND TUBES ; 
SEMI-CONDUCTOR DEVICES - MAGNETIC COMPONENTS ‘ 
SPECIALISED ELECTRONIC APPARATUS * FINE WIRE 


MULLARD LTD + CENTURY HOUSE 
SHAFTESBURY AVENUE - LONDON + WC2 
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towel 

fit for 
the 
chairman 


Looks a tall order, that; yet the answer’s simple- 
the Towelmaster. Gone are the days of 
unspeakable roller towels, of paper-strewn 
floors like Hampstead Heath. At a pull, the 
Towelmaster presents a length of soft, dry, 
laundry-fresh towel. It gives as satisfactory 
and as pleasant a dry as a towel in one’s own 
house. The same pull automatically winds up a 
used portion into a separate compartment of 
the gleaming white Towelmaster cabinet. 

Yet it’s far from being the case that the 
‘Towelmaster is for board-room level only. 

It’s inexpensive enough for installation 
everywhere. Look at the figures. A minimum 
of two cabinets is installed and maintained 
free of charge. All you pay is 5/- for each roll 
of towelling used. Minimum usage is one 

roll per cabinet per week. All else is free: 
fitting, maintenance, replacement... 

no other charges whatsoever. 


Each roll gives an honest-to-goodness dry 
to 180 pairs of hands. If that wasn’t enough 
for $/-, think of the goodwill gained from 
staff and visitors, of the added prestige 
conferred by these sparkling Towelmaster 
cabinets. And consider, above all else, this 
bargain price for a clean bill of health. 


We welcome your enquiries. 


ADVANCE 


Imaster 


Advance Linen Services Ltd (Dept. T.13) 
Stratton House, Piccadilly, London W1 
Telephone: Mayfair 8886. 
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able vote. This should ensure substantial representation for 
the French and other minorities; and if their weight in the 
Legislature falls short of what is reasonable, the Governor can 
redress the balance—indeed, he can make sure that the Indo- 
Mauritian Labour party’s majority is small or even non-existent. 
It is widely believed that this system (which restricts the size 
of electoral swings) is suited to multi-racial colonies and might 
well have prevented Dr Jagan enjoying such a sweeping majority 
in British Guiana in’ 1953. It has given the Colonial Office 
sufficent confidence to bring the Mauritian Executive Council 
nearer to the position of a cabinet with ministerial responsibility 
to the Legislature. 

The ordinary, British-style electoral system eschewed in 
Mauritus is, however, now to be applied to Zanzibar where, 
under a very modest extension of the democratic principle, six 
members are to be elected to the Legislature in three two- 
member constituencies; the obvious intent is that neither the 
Arab minority nor the African majority shall win all six seats. 
If this should happen, the Governor is to redress the balance in 
selecting six nominated members. Power remains, however, 
with the official side. It is to be hoped that this new start for 
Zanzibar will end the period of non-cooperation by the younger 
and more politically-conscious Arabs who have been stirred up 
by Egyptian propaganda. 


Soviet Check on Private Farming 


AUTIOUSLY the Soviet leaders are trying to limit and 

reduce the remnants of private property in the Russian 
countryside—the private plots of the collective farmers. This 
is the crux of the new statute proposed for the Soviet kolkhozy. 
Before Stalin’s death Mr Khrushchev once thought of eliminating 
these plots through the transformation of farms into "agro- 
towns”, but fear of peasant resistance caused him to shelve 
this scheme. Now, instead of a frontal attack, a gradual 
campaign has been opened. The size of the farmer’s own 
allotment is to be linked directly with the amount of his work 
for the community. On no account are the communal latid and 
stock to be depleted for the benefit of its members. On the 
contrary, the share in the hands of individuals is to _be 
decreased. Progressively, while wages and other rewards from 
the collective farms are stepped up, the role of the allotment 
is to be reduced to that of a kitchen garden. 

The individual plots are a vestige of the past. Collect- 
ivisation left the peasants with small strips’varying in size from 
half an acre to an acre or slightly more. They are allowed 
to sell its produce on the free, or so-called collective, market 
and about one-fifth of their income normally comes from th:s 
source. In times of stress the peasants tend to invade communal 
land, either to supplement their own consumption or to exploit 
the free market on the rise. Mr Khrushchev must have found 
out that his post-Stalinist policy of incentives did not, by itself, 
bring about the results expected. The new decree aims at 
weakening the farmer's temptation to work mainly for himsetf 
and at giving the state the control over a larger share of total 
food supplies. 

The pill is sweetened in various ways. The farmefs are 
promised higher incomes and more consumer goods. They 
are to get an advance on their wages. Moreover, the decisions 
about land redistribution are not to be imposed from above, 
but are left to be taken by the collective farms themselves. 
The Soviet leaders must feel, after the recent influx of Com- 
munist activists into the countryside, that they will be taken 
on the right lines. Private plots more extensive than mere 
gardens are to them an anachronism in the age of the tractor 
and the combine harvester. One day, when the gap is bridged 
between town and countryside, they will be uprooted. In tne 
meantime, the purpose is to keep their economic role in check. 


At Grips with Chin Peng 


ENGKU Abdul Rahman, Chief Minister of the Federation 
of Malaya, had little difficulty in obtaining the approval of 
the Legislative Council for the agreement which he and his 
colleagues brought back from London. He has made it plain 
that he intends to maintain pressure on the communists. He 
has reinstated roughly the same surrender terms that existed 


675 
before the unsuccessful offer of an amnesty : terrorists who have 
not committed murder may now expect clemency and ultimate 
return to civilian life, but they must undergo rehabilitation ; the 
intention seems to be to deport "hard core” terrorists as was 
done previously. The Tengku-is now in a position to claim that 
the war is a national one, since internal security is passing 
under Malayan control—the Malayan police and armed forces 
directly, the Commonwealth troops through the Director of 
Operations, General Sir Geoffrey Bourne, who is a member of 
the emergency operations committee of which the Malayan 
minister for internal security is chairman. 

Whether this claim will have the effect that was hoped may, 
however, be doubted. One of the main conditions on which 
Chin Peng was reported to be offering to call off the war has 
been fulfilled in accordance with the High Commissioner’s 
undertaking—given before the Baling talks—that the con 
tinuance of the emergency should be no barrier to Malayan 
advance to independence. But there is now some doubt what 
Chin Peng meant when, according to the Tengku’s account, he 
professed himself ready to "lay down arms” when internal 
security passed into Malayan hands. According to Mr Marshall, 
there has been an unfortunate mistranslation from the original 
Chinese in which this offer was couched. He is reported to 
have said that all Chin Peng offered was, in effect, to lay up 
his arms—to stop using them, but to keep them—on his emerg~ 
ence from the jungle. Mr Marshall now says he was shocked by 
Chin Peng’s attitude; there will be some shock on the British 
side too, if his account proves correct, since presumably Chin 
Peng’s supposed offer had played some part in the negotiations 
over the terms of the agreement. 

But it seems clear that the war will go on. The Tengku has, 
properly and wisely, brushed aside an irresponsible suggestion 
that what he failed to achieve in Baling, he should now treat 
for in Peking itself. He sees the folly of admitting any interest 
by Communist China in the peninsula, though it may be held 
ominous that such a suggestion could be made at all. His next 
task is to redeem his own promise to throw the full weight of 
Malayan support behind the anti-terrorist campaign. 


* 


A Squeeze for the Irish 


UR correspondent in Dublin writes: Ireland, too, has now 

had to take steps to redress its balance of payments. For 
some years it has run in deficit, but it has been enabled to do 
so by its healthy reserves. In 1953 and 1954 the annual deficit was 
unimportant when set against the substantial holdings of sterling 
by the banking system, the Central Bank, the State and private 
investors. In 1955, however, the volume of imports was a record, 
while the volume of exports failed to expand for the first time 
in four years. On the assumption that the normal surplus on 
invisible account was roughly the same as in previous years, the 
result was probably a gross deficit of about £35 million. Moreover, 
the unrecorded import of capital, which in previous years might 
have balanced minimal deficits, was almost certainly diminished. 
Like Mr Macmillan, Mr Sweetman, the Irish Minister for Finance, 
decided that he must take some pre-budget measures to squeeze 
the economy. 

These measures take two forms. A special levy, ranging from 
5 to 25 per cent (imperial preference being, as usual, maintained) 
has been imposed on imports of a wide range of consumer goods ; 
and minimum rates for hire purchase (10 per cent deposit for 
furniture, ranging up to 25 per cent for motor vehicles and 
50 per cent for clothing) have been announced. The hire purchase 
restrictions seem sensible; the special levy does not. It is 
superimposed on tariffs that are already very high ; and, since it 
is clearly the type of measure that is never removed after the 
emergency that justifies it has ended, it must be regarded 
as an addition to an already high cost of living. 

The wider case against the. adequacy of these measures is that 
inflationary pressure, while partly imported from Great Britain, 
is aggravated by government policy. It is understandable that 
no Irish government will readily abandon a heavy investment 
programme ; emigration is so high that it is a point of political 
pride to create more jobs at home. But the defect of these 
programmes is, and has been for years, that far too little goes inte 
the expansion of production “for export. Thus imports are 
stimulated while exports fail. So long as the external reserves 
act as a cushion, the dangers can be disguised ; but if and when 
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More About the Technical Colleges 


HEN the Minister of Education met the Parliamentary 


and @rientific Committee (consisting of scientists and 

MPs) recenfiy he answered criticisms that the plan outlined 

in - department’s White Paper would leave the colleges of 

technology in the, control of local authorities. Doubts 

are felt about this on several grounds. Will the local authorities 

allow the colleges enough autonomy? Will a college that has 

raised lis work to university level be able to follow in the 

footsteps of the redbrick universities and apply for university 

status? How can the local authorities, limited as they. are by 
the Burnham Scale, pay enough to attract good teachers ? 

Sir David Eccles explained that to remove the colleges from 
local control would have involved controversial legislation and 
therefore delay. It would, moreover, create institutions wholly 
Gependent op ths Exchequer, and that would introduce- a 
Principle not much favoured in higher education. Dependence 
on local councils will be tolerable, however, only if the councils 
appoint good governing bodies. and allow them freedom’ to 
@pend their money within fixed totals. As for hopes of university 
status, the proportion of work of university level in the colleges 
ig at present small, and they will not be welcome in the com- 
pany of the universities ag long as they have large numbers 
of part time students working for the higher. national certificate 
eari other junior qualifications. 

The supply of teachers is the most important. question, and 
the one on which eriticism of the White Paper has rightly been 
focused. Sir David hopes that the teachers’ pay will be supple- 
mented by indu8try.In the form of consultation feés. This seems 
less realistic than the idea that industry should second its 


Burnham Cothmittee, which has allowed their salaries to 


below university salaries, although as recently as 1951 they were 
roughly on a par. 


Euratom and Europe 


O NCE again the committee which, under M. Spaak’s direction, 

8 preparing the report to the Foreign Ministers of the 
Six on the common market and Euratom: found it impossible 
to complete its work by the date announced. At the special 
session of the common assembly of the European Coal and Steel 
Community held lately in Brussels, M. Spaak gave a detailed 
account of the points on which agreement had been reached 
and of thove still at issue, predicting that the final report 
would be ready at the end of April. The Assembly had 
been ‘convened to discuss not coal or steel but the "relaunching 
of Europe”, but, since the crucial document was not available, 
M. Spaak urged the parliamentarians to postpone taking firm 
positions until their regular session in May. It was a sensible 
plea, designed to leave the governments a freer hand for the 
bargaining and compromise that’ must now take place. But # 
heft the Assembly in a vague position. In the circumstances 
the general discussion could do little except reveal, once again, 
that, even within the groups which support the common market 
end Euratom most strongly,’ there are important differences of 
view, between parties and between countries. Pérhaps the 
ceepest rift was that revealed by the insistence of the Socialists 

severely restricting the place of vate interests 

Proposed atomic c y- - Sy ae 


Euratom has tended to steal the headlines in recent wesbis 


Devalued Diplomats 


oy I joimed the service-there were eight ambassadors, 
and eight only—but they were personages who really 
counted”, Lord Killearn told the House of Lords during its 
debate earlier this month-on modern methods of diplomacy. 
Today the British diplomatic roll runs to sixty ambassadors, 
and a corresponding number of envoys of this high rank 
represent their coustries at the Court of St James. Only eleven 
British missions abroad retain the modest but respectable status 
of legations, headed by ministers. -, The devaluation of diplomatic 
rank has reached the point where quite a number of ambassad- 
ons, representing small countries in capitals where there is 
hardly. anything for them to do, carry, out their functions from 
a flat,-with the aid of perhaps one ‘secretary. 

The proliferation”: of ambassadors, as Lord Killearn called 
it, in part merely reflects. the proliferation of sovereign states. 
it is ‘worth recalling that during the last thirty or forty years 
a new nation“‘has been created, on average, every fifteen months. 
Bat there is miore to ‘than that. Newborn nations are not 
the only ones thet-séek to spread their wings in the sun. The 


Old convention that ambassadors were exchanged only between 


the great powers, all other missions being headed by ministers, 
has been. swept away by a general eagerness for diplamatic 
representation at the “highest level”. It is not easy for the 
government ‘of a country like Britain, which cannot afford to 
hurt feelings in even the remotest corner of the globe, to think 
up plausible reasons for declining a suggestion from, say, the 
president of Euphoria.(a good trading partner), or the king of 
Neurasthenia (an unstable little state now being deluged with 
honours by a rival power), for the raising of the status of their 
diplomatic missions from legation to embassy. 

The last dyke has now given way before the ambassadorial 
flood. Switzerland had long held out, politely, but firmly sending 
ministers to. the capitals of even the greatest powers, and 
accepting with tolerant good humour the fact that its envoys, 
no matter how experienced, had to yield precedence to the 
brashert young ambassador ‘of the most disreputable regime. 
Now «tie Swiss legislature has accepted the inevitable and 
approved the appointing of ambassadors in a certain number 
of capitals. Switzerland deserves the admiration: of a more 
weak-minded world for ite long, gallant and almost solitary 
stand. But it is sad to note the passing of another milestone on 
the road to diplomatic devaluation. 


SHORTER NOTE 


At the end of 1955, the Minister of Fuel and Power told 
the Commons this week, the National Coal Board had an 
accumulated deficit of about £37 million since nationalisation. 
At the end of 1954 it was £17.4 million in the red, so that the 
deficit last year, which it had forecast as "not less than 
£15 million” turned out to be nearly £20 million. This year 
it has begun to pay a further increase in basic wages, but it 
is cutting imports (along with exports) by about 5 million tons. 
This shift in the coal balance may save the Board about 
£10 million. 
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a more restful and effortless form of 


driving than you have ever known... 


The Automatic Transmission model of 
the Mark VII Jaguar Saloon, which has for 
over two years been acknowledged abroad as 
providing the smoothest and safest 2-pedal 
driving in the world, is now available in 
Britain. It brings an entirely new conception 
of motoring pleasure that must be experienced 
to be believed. Without 
clutch or gearshift, it gives— 
at the touch of accelerator 
or brake — complete com- 


mand of all the silken power 


JAGUAR CARS LTD + COVENTRY 


Now Jaguar brings you 








and supreme flexibility of the famous X Kengine. 
It provides completely relaxed driving comfort 
and effortless control in every situation, banish- 
ing fatigue from long journeys or the ‘stop- 
and-go’ conditions of crowded town traffic. 
No other car can offer such grace, space and 
pace or such restful enjoy- 
ment. Your Jaguar dealer 
will be happy to arrange a 
demonstration for you. 


* London Showrooms 88 PICCADILLY W.1 
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March Ist The ministerial meeting of 

the council of the Organisation for 
European Economic Co-operation ended 
in Paris yesterday with agreement to 
appoint a special committee to deal with 
matters relating to nuclear energy. 

Britain’s first privately owned research 
reactor is being constructed by the A.E.I. 
John Thompson Nuclear Energy Company 
at the A.E.I. Research Establishment. 


every day 


March 2nd The Shackleton base is 
established at Vahsel Bay by the advance 
party of the British Transantarctic Expedition. 
Amongst the explorers’ stores are Ediswan 
switches and the Mazda lamps which will 
light their living quarters and laboratories. 


Way 


March 3rd The House of the Future, 
which is built of plastic, is one of the 


most interesting features of the 


‘Daily Mail’ Ideal Home Exhibition. 
The kitchen in this house without doors 


is planned by Hotpoint, who 
also devised and produced most 
of the electrical appliances. 
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Books & Publications 





Town Hall Out of Joint 


LOCAL GOVERNMENT AND CENTRAL CONTROL : a West Midland 
Group Study. 

Routledge and Kegan Paul. 

304 pages. 28s. 


HIS is a curiously uneven book. It is a mixed discussion of local 
government in general and of local govérnment in the West 
Midland region. Much of the material is old and familiar, but much 
also is brand new. It is in its second half that the book comes amazingly 
and successfully to life. The authors have taken pains to talk to a 
great number of councillors, officials and civil servants, and they set 
down and intelligently analyse some of these opinions, The result is 
a realistic picture of town hall life today, a life which has become so 
very different from the hastily amended versions of the textbooks. If 
this is not quite local government with the lid off, it is the nearest 
thing to it since the end of the war. 

The resulting picture is highly disquieting. Leading citizens have lost 
their interest in local government; the numbers in "Who's Who” with 
local government experience have declined since 1900 by about one- 
third, The old intimate partnership of councillor and officer has been 
replaced by a triangular relationship, the hypotenuse of which is 
occupied by the national or regional civil servant. Only those well 
versed in ministry regulations and policies can now have’much to say 
in local government affairs. The local officers have this knowledge, 
the councillors have not. But the local officers too—though they have 
gained in professional status since the war—are restless and unhappy 
under the weight of a central control that is no longer a matter of 
advice and guidance but of detailed regulation and approval applied 
even to quite trivial local decisions. 

Greater central control, the eclipse of the councillor—these partly 
represent the triumph of a specialised professionalism which has its 
value as well as its drawbacks. The West Midland Group welcome and 
indeed assert the value of a purposcful central control. But the present 
control is not in the main purposeful at all; it represents that kind 
of excessive and pointless centralisation commonly associated with. the 
decline of great empires. It consists essentially in checking and double- 
checking local decisions and frequently substituting central ones—for 
all the world as if the local councillors were prodigal scamps, instead 
of average citizens kept in order by well-paid local experts. Yet the 
system, as this study makes clear, has not even the merit of cutting local 
costs; in spite of control, or because of it, the variations in efficiency 
between local authorities are still enormous. 

The West Midland Group suggest that financial and administrative 
controls, at present entwined, should be separated. The latter would 
be confined to ensuring adequate minimum standards of service— 
standards which would be defined and enforced, not used as an 
excuse for ad hoc supervision. At the same time Government 
grants would cease to be a lever for detailed control; they would 
be related instead to a system of standard costs, so that local author- 
ities would have an incentive to be thrifty but freedom to be lavish— 
although upper limits of local expenditure and investment might be 
set. These ideas are not wholly new, but the evidence assembled in 
favour of them is impressive. 

Another aspect of central control is the development of regional 
Whitehalis. At least eighteen departments have regional officers. Some 
ministries use their regional machinery intelligently (particularly 
Housing and Local Government); others appear to have a regional 
office only in order to be on the bandwagon. While much of this 
machinery is necessary, as things go, this book brings out the danger 
of excluding local government from any participation in decisions made 
at the regional level, to which so many of its threads now run. The 
restorative of a regional culture is one of the authors’ main remedies 
for over-centralisation ; and, although they do not take the plunge of 
Plumping for elected regional councils to replace regional Whitehalls, 
much of their evidence points towards this solution. 

Conservative ministers came to power pledged both to effect depart- 
mental economies and to uphold local democracy. It is surprising and 
sad that they have made no serious attempt at honouring these pledges 
by simplifying and remaking the present machinery of central control. 
The machine was first created to serve wartime and postwar exigencies ; 
it has fed on the failure of ministers and Parliament to consider policy 
issue§ sufficiently, and their consequent determination by an over- 

administration in which central dog eats local dog—perhaps 
with rather more relish than is usually admitted. At all events, this 
study leaves ministers no reason for dawdling any longer. 


Man and Society 


DE LA SOUVERAINETE: A la recherche du bien politique. 
By Bertrand de Jouvenel. 
Paris : Editions Génin. 376 pages. No price given. 


OLITICAL theory in the sense of an attempt to answer the funda- 
mental questions raised by the study of modern societies is a branch 
of thought strangely and disturbingly undervalued in the contemporary 
world. Most of the technical problems of economics and administration 


that preoccupy the modern professional student of society red 
uce 
themselves in the end to questions to which no answer in their own 


_ terms can possibly be given. Just because M. de Jouvenel stands outside 


the academic mainstream, and in so far as he draws from it at all does 
so in an eclectic way—pursuing, to wherever they may lead him; the 
clues that come out of azithropology, ancient history, political philosophy 
in the traditional sense and sociclogy—his work has an immediacy and 
presents a challenge that cannot well be ignored. It is doubtful if this 
book will make quite the impact of Du Pouvoir, to which it is a sequel, 
and some may find that the obvious discrepancy between the title and 
the subtitle is hardly resolved in the treatment. 

It is indeed not eo much @ treatise as an intellectual fugue; several 
themes are carried along simultaneotsly, and the resultant impact on the 
ear may be too rich for thos¢ used to the symphonic form. But here 
are big questions,’ The one which’ M. de Jouvenel himself regards as 
the most important is the inquity Into the sources of man’s ability to 
combine in society—society from which he derives all that is most valu- 
able in his life. _Here it is de Jouvenel, the editor of the Contrat Social, 
who is at work; and the case against the Hobbesian theory of society 
or the state has rarely been put more cogently. 

But along with this there is the other quest with which, as he well 
Temarks, most political thinkers have concerned themselves too little. 
It is not simply what origin we should asctibe to the role of authority 
in society, and hence what jimits if any we should place upon it, but 
what that authority, once invested, should take as the criterion of its 
conduct. Many modern assumptions about the form such an inquiry 
should take are.roundly contradicted in the passage headed: "Qu’il 
est impossible d’établir un ordre social juste.” Justice cannot be had 
without just men and these cannot be produced by altering the social 
fr rork. 

Ina final section’ on "liberty" M. de Jouvenel looks into the failure of 
the hopes. of the Enlightenment that freedom of ideas would come to 
be cherished by the masses; the Enlightenment itself could not spread 
through society as was predicted ; if the Esprit des Lois appeared today, 
its: gale, despite universal literacy, would. be no bigger than in the 
eighteenth century, perhaps not-so big. 

For all the cosmopolitanism of his hackground and outlook, M. de 
Jouvenel_is not infallible about what ie original in his own thinking. 
Historians, he says, have not sufficiently called attention to the fact that 
the mid-seventeenth century transition to absolutism and the counter- 
movement ia England were part of the same story. Aa American 
historian, the late R. B. Merriman, mede this very point in his last 
book: "Six Contemporaneous Revolutions”. 


Question Time 


QUESTIONS IN THE HOUSE. 
By Patrick Howarth. 
The Bodley Head. 220 pages. 18s. 


ERE is an entertainingly written book about a rather dull subject. 
Parliamentary questions are an important feature of the British 
system of government, and offer one of the few remaining opportunities 
for ‘most private Members to make an impression. But the evolution 
of the institution is not a good subject for a book. When it is treated 
narrowly, which is on the whole Mr Howarth’s method, it is difficult to 
see much reason or pattern in the developments that have taken place at 
different periods; and were it to be treated widely, it would become 
a full-scale history of Parliament. 

Mr Howarth provides some facts bearing directly upon his subject 
which are of interest and which will be new to most readers. He 
fixes the first clearly identifiable question as having been asked by 
Lord Cowper in the House of Lords in 1721, and replied to by Lord 
Sunderland. In the Commons there were a few similar exchanges 
the second quarter of the eighteenth century, but it was not until a 
famous ruling of Mr Speaker Cornwall in 1783 that the propriety of 
putting questions was firmly established. It was much later that the 
practices of giving notice of questions, and of allotting them a special 
place at the beginning of the day's business, came into existence. Erskine 
May, in his evidence before a Select. Committee of 1861, fixed the 
previous ten years as the period during which there was both a great 
increase in the number of questions asked and the start of the practice 
of printing notice. Until “this time Ministers were often engagingly 
vague in their answers. In 1840, Lord John Russell was unable to say 
whether or not the Governor-General of India had declared war against 
China. Uncertainty of this sort, however, was due just as much to the 
absence of quick communication or to the inefficiency of the civil 
service as to the absence of notice. The beginnings of “question 
time”, in the sense of there being an accepted time, but not of course 
the present fixed period of an hour, came, Mr Howarth suggests, in the 
late ‘forties. 

Mr Howarth gives strong anecdotal support to his theme. Many of 
the questions he cites arise out of incidents that are in themselves full 
of interest ; and he is usually wise enough to tell us the full story and 
not merely that part which makes the form of the question intelligible. 
But this treatment underlines the thinness of Mr Howarth’s subject. We 
constantly find ourselves more interested in his anecdotes for their 
own sake than in the theme they are intended to illustrate. 
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American Survey 


Foreign Aid in 


Washington, D.C. 


F Congress keeps the President’s foreign aid programme 

substantially intact, and particularly if some of the new 
technical provisions which he has requested are approved, the 
American Government will be in possession of a formidable 
weapon for fighting the cold war on the economic front. True, 
the amounts do not approach the figure of perhaps $2. billion 
a year that many experts have felt could usefully be spent on 
spurring economic development in the underdeveloped couniries. 
True also, the programme still must appear to the outsider 
@lmost ridiculously unbalanced: the country which is by far 
the biggest single recipient, for example, is Korea and nearly 
half of all the economic aid for the whole world is intended 
for the tiny, if sensitive, countries of Korea, Formosa and 
Indo-China. It must be conceded as well that, in the face of 
mounting criticism at home and abroad against the military 
emphasis in foreign aid and, indeed, in foreign policy generally, 
almost the entire increase in funds requested is in straight 
military assistance, some for the North Atlantic Treaty countries 
and some for the Asian allies. 

Nevertheless, the programme as presented contains several 
new-developments and would provide far from insignificant 
sums to throw into the mucn-discussed economic battle with the 
Russians. Undoubtedly the most important new departure | is 
not the controversial request for authority for so-called "long- 
term commitments”, but the attempt to get far greater flexibility 
than ever before, to enable the President to spend money where 
and when he wishes. Altogether $500 million would be at his 
disposal with little or no restriction on its use. This sum 
includes $100 million each for two special regional funds, one 
for the Middle East and Africa and one for Asia, a $100 million 
special presidential fund for use anywhere, the right to increase 
the last-named fund by a transfer of up to $200 million from 
other authorisations, and a doubling of the limit of $20 million 
on the amount of this fund which may be spent in any one 
country. In addition the President has asked for permission to 
promise individual] countries that aid for specific projects will 
continue over a number of years. This request for authority to 
make “long-term commitments” has stirred more congressional 
opposition than anything else, and is most unlikely to be granted 
in the form asked. 

The President and all of his subordinates have been insisting 
that the huge $4.85 billion programme remains as indispensable 
to the security of every American citizen and to the building 
of an enduring peace as on the day it began nine years ago. 
While they have been presenting it in the context of the "new 
phase” of the cold war, they insist there is no intention of 
engaging in a give-away race with the Russians. Instead, they 
say, the aim is to make "our own programme, which is of long 
standing, as effective an instrument for aiding the cause of 
peace and of freedom as possible ”. Congressmen are being told 
that many Asian and Middle Eastern leaders are fundamentally 
friendly to the West, or at least firmly opposed to Communism, 
but that their domestic positions will be undermined if they 
eannot produce results in the form of some improvement in the 
miserable standards of living of their peoples. 

Admittedly, however, the problems of saving the "uncommitted 
third” of the world are proving much tougher than the.problem 
of saving Europe, and memhers of Congress are as aware of 
this as anyone else. There is no denying that many of the 
most fervent friends of foreign aid in the past have their doubts 
ebout its efficacy in the new struggle. Both in and outside the 
government there is genuine and painful soul-searching on the 
most baffling question of all: how much will American action 


THE ECONOMIST, MARCH 31, 1956 


AmERICAN SURVEY is prepared partly in 
the United States, partly in London, 
Those items which are written in the 
United States carry an indication to 
that effect; all others are the work of 
the editorial staff in London. 


a New Context 


of all kinds—treaties, military aid, economic assistance, state- 
ments of policy, propaganda, and so on—actually influence the 
outcome in the areas of emerging nationalism? As Mr Walter 
Lippmann has suggested, the request for flexibility and wide 
discretion in this year’s programme is more than anything 
else a plea by the Administration to be given time to make 
up its mind just how foreign aid can and should be used in 
present conditions. 

Perhaps a concrete demonstration of the dilemma is found in 
the experience with last year’s great new departure—the request 
for a $200 million regional fund for Asia, of which Congress 
appropriated $100 million. So far the only project approved 
under this fund is a regional atomic research centre in the 
Philippines, and the most the Administration hopes for is that 
$60 million of the $100 million will be committed when the 
current fiscal year ends on June 30th. The varying experiences 
with efforts to help the main neutral countries in Asia—India, 
Indonesia, Burma and Afghanistan—leave many doubts as to the 
role American aid can play, and have led more and more 
people to think that the problem of how to further American 
interests is far more political than economic. In the Middle 
East the politics of Arab nationalism overshadow economic 
aspects so decisively that few people believe western interests 
can be préserved simply through adroit disbursement of Amer- 
ican millions. One congressional subcommittee has launched an 
inquiry into whether the Administration has been trying to 
substitute foreign aid funds for "diplomatic skill” in some cases, 

This year the difficulties inherent in doubts about the value 
of foreign aid in the new context of world conditions today are 
complicated, in terms of congressional prospects, by a special 
factor. Senator Walter George, the Democratic Chairman of 
the Foreign Relations Committee and long a key friend of 
the programme, faces an election battle against Mr Herman 
Talmadge in his home state of Georgia. Mr Talmadge is a sort 
of neo-isolationist and has been berating Mr George with consid- 
erable effect, for backing "give-aways” to foreigners. Mr George 
has suddenly turned cool to economic aid, and his invaluable 
support may be lacking this year. 

Finally, lest the point be overlooked, the request adds up to 
a very large amount of money. Actual expenditures on foreign 
aid by the United States have run at a remarkably consistent 
rate of over $4 billion a year ever since 1947, with a few years 
exceeding $5 billion. Under the present programme not only 
is the spending of $4.3 billion contemplated in the next fiscal 
year—three-quarters of which will come from money appropriat- 
ed in past years—but, if approved in amounts anything like 
the sums requested, an outlay of. over $4 billion in the fiscal 
year ending June 30, 1958, is virtually guaranteed. Of the total, 
just short of half is economic aid in various forms; the rest is 
military equipment and supplies for troops. 

If Americans had been told in the first years of the Marshall 
Plan that they would still be putting up $4 billion a year for 
foreign aid a decade later, it is extremely doubtful whether the 
Plan would ever have been accepted. But in spite of all these 
things, and of the familiar rumblings and grumblings in Con- 
gress, there is every likelihood that a very large programme 
indeed will be approved again this year. To be sure, the 
amounts. requested will be reduced, but the intellectual. and 
even political momentum of foreign aid now seems to be almost 
@ permanent part of the American scene, President Eisenhower, 
who has swung most of his party behind this central aspect of 
American internationalism, has said that foreign aid must go on 
indefinitely, and the American public appears willing to take 
his word for it. 
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Surprise from Minnesota 


Hs triumph last week in the primary election in 
Minnesota does not mean that Senator Estes Kefauver 
is certain of the Democratic presidential nomination next 
August. The sensational result does, however, mean that 
Mr Adlai Stevenson is suddenly uncertain of it: he had 
confidently expected that nearly all the delegates to the 
nominating convention from Minnesota would be on his 
side; in fact, nearly all of them will be pledged to Senator 
Kefauver. For Mr Stevenson the practical Joss of support 
is less serious than the psychological loss. He was already 
handicapped as a potential presidential candidate by his 
defeat in 1952 and by the fear that his high-minded aloofness, 
his distate for the familiarities and compromises of politics, 
might always defeat him, however enthusiastically he might 
try to win. It was largely to counter this fear that 
Mr Stevenson chose to enter the election in Minnesota, a state 
where he had the party organisation whole-heartedly on his 
side. If he could not win there, where can he win? He will have 
opportunities of answering that question when he faces 
Mr Kefauver again in two months’ time in Florida and 
California. Meanwhile, the Democratic leaders are looking 
eround for someone else. 

They will mot, however, look at Mr Kefauver unless they 
are forced to do so. He may have the popular appeal and the 
down-to-earth approach needed for victory, but he has not 
the other essential quality—the ability to umify his party. 
A Southerner who is suspect in the South, a Senator who is 
distrusted in Congress, he is disliked by Democratic officials 
everywhere. Indeed, his revolt against the party machine was 
the main element in his success in Minnesota, as it was in his 
similar successes in 1952, which availed him little when he 
came to the convention. Many of those who voted for him last 
week did so out of sympathy for an underdog, who campaigned 
by shaking hands instead of spending money, and in defiance 
of the politiciaris and reporters, who were taking it for granted 
that Mr Stevenson was Minnesota’s choice. 

Similar feelings, coupled with a desire to protest against 
their state’s Democratic government, seem to have led many 
Republicans to vote in the Democratic election instead of in 
their own, where President Eisenhower was, in effect, 
unopposed. But it is being argued that the very heavy 
Democratic poll was also an expression of disgust at the 
Republican failure to halt the fall in farm prices. Minnesota 
is a dairying and wheat-growing state and both Democratic 
candidates concentrated their attack on the Admimistration’s 
farm policy. This interpretation of the upset encourages the 
Democrats. to believe that they can find victory next 
November on the farms. But who will be chosen to lead them 
in.the search is much more doubtful than it has been for many 
months, 


End of a Strike 


AST week ended the longest important strike in two decades. 

After 156 days, marked by sporadic violence and repeated 
attempts at official mediation, the International Union of 
Electrical Workers agreed on terms for a settlement with the 
Westinghouse Electric Corporation. This means that some 
44,000 workers will return to their jobs in about forty factories 
as soon as the latter are back in working order. The strikers 
will have forfeited about $74 million in wages; in spite of help 
from other unions, many have suffered a crvel winter and are 
heavily in debt. Westinghouse, on the other hand, has lost 
anywhere between $250 and $300 million in potential sales, and 
operating losses during the last quarter of 1955 amounted to 
nearly $7 million. 

The terms which were finally accepted were based on 
proposals submitted on March 3rd by a panel of government 
mediators,’ They call for a five-year contract—an arrangement 
which the company favoured—providing for annual increases 
in hourly wages and important additions to pension | and 
insurance benefits. The strike began over the issue of ’time 
Studies” to improve individual standards of efficiency. Under 
the new contract, the results of such studies will apply only 
to some 1,500 production workers who are paid by the day instead 
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Pployees as Westinghouse originally 
safeguards against the transfer to an 
ourly basis of workers who are now paid by results. These 
concessions represent a major victory for the IUE. Finally 
the company agreed to consider 36 strikers wuo had originally 
been “dismissed” for violence on the picket line as "indefinitely 
suspended” with a possibilitv of eventually being reinstated. 
It was this point that had delayed a settlement. 

Westinghouse’s troubles, however, are not yet over. Agree- 
ment has still to be reached with 10,000 employees affiliated 
with the United Electrical Workers, a left-wing union, which 
organises ten of the firm’s factories. Moreover, the company 
was one of the very few major corporations in the United 
States whose earnings and sales decreased in 1955, and during 
the long strike its rival, the General Electric Company, has 
pulled even further ahead in the highly competitive market for 
electrical appliances and military equipment. 
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Bad Farm Bargains 


r farmers are to get any help at all this year, the Farm Bill 
will have to be almost completely rewrittc : by the represent- 
atives of the House and Senate who will be discussing’ a 
compromise during the Easter recess. After the failure of their 
initial attempt to give the farmer quick relief by a return to 
high, rigid price supports for agricultural products, the Demo- 
crats in the Senate tried to achieve the same means by more 
devious routes and in the process amended the bill almost to 
death. The Democratic success, if it can be called by such a 
complimentary name, was attained by a series of bargains 
between various agricultural interests. In the end the bill 
contained something for everyone and was so complicated that 
maybe no one will get anything at all. For the President has 
condemned it as unworkable and it will presumably be vetoed 
if it reaches his desk in anything like its present form. 

The bill does authorise his soil bank scheme, designed to 
take land out of cultivation and to reduce the production of 
surplus crops, and it does not actually abolish the system of 
flexible price supports, varying with supply and demand. But 
under it these supports would be calculated according to an 
outmoded formula which keeps them ata higher level than 
does the modernised base which came into effect this year. 
There would be substantial increases in the amounts of wheat, 
cotton and maize which are set aside as an emergency reserve 
and thus cease to count as part of the available supply when 
price supports are computed ; this again would mean a rise in 
these supports." A two-price scheme would be instituted for 
rice and, if growers approved, for wheat, under which the 
prices would bé& supported at a higher level than at present if 
the grain was to be consumed domestically by human beings ; 
it would be ‘sold at going market prices for animal feed or 
export. Finally, price supports for other feed grains would not 
only go up, as they also would for dairy products, but would 
become mandatory. The combined effect of these and the rest 
of the forty amendments to the Senate Bill would be that in 
the end the flexible price support system would probably cost 
just as much, and encourage the growth of surplus commodities 
just as unsatisfectorily, as did the old rigid.system whieh the 
Democrats want to restore. 


SHORTER NOTES 


Congress has approved a Bill which authorises the deepening 
of the various waterways connecting the western Great Lakes 
so that oceangaing vessels would be able to travel far. as 
Duluth, Minnesota. The original authorisation for the St Lawrence 
Seaway, on. which both Canada and the United States are now 
working, affected the channels only as far west as Toledo, Ohio. 


« 


Before the summer vacation arrives, there will be 3 million 
students, about one-third of them women, enrolled in American 
colleges and universities, for the first time in any school year, 
over 1 million of them in privately financed institutions. The 
largest is the University of California, with 39,000 students, but 
ten of the 1,858 colleges and universities have over 20.000 


students. 
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The World Overseas 





Coexistence in the Kremlin 


FROM OUR SPECIAL CORRESPONDENT LATELY IN RUSSIA 


£ igen last five weeks in Moscow have been a diplomat’s 
paradise and a journalist's purgatory. Long after Khrush- 
chev's secret speech and the Georgian riots had become the 
talk et the whole wesiern world the Muscovite censor was 
throwing out eight or ten successively attenuated versions filed 
by the agencies and dailies. There had been nothing like it 
since the Sultan died and the Grand Vizier was executed. 


In his huge report of February 14th Khrushchev had quoted 
the, wards of the Internationale: "We want no condescending 
saviours, We must decide our duty, we must decide and do it 
well.” This was a mild way of putting it. From all accounts 
Stalin's condescending period ended in about 1949 and was 
foliowed by..something strictly satanic. For the first time since 
1938 top level life in the Soviet Union became as frightening 
as life at other levels. Stalin and Beria between them then 
instilled a great yearning for self-determination within the 
Presidium. "You know”, said Mr Mikoyan to a westerner lately, 
"Stalin. would take major decisions without even informing us! 
Now there is real collective leadership and, if need be, a vote”. 
In the secret speech, which was made to the Soviet delegates 
only, Khrushchev was reported to have said that his life, Molotov’s 
and Voroshilov’s had hung by a thread. On this occasion 
Stalin’s heirs were not a little embarrassed by their record of 
passive adulation. At the same closed session it was reported 
that a note was passed up to Mikoyan while he was speaking. 
Why had he not criticised Stalin during his lifetime? "I will 
teli you”, said Mikoyan, "but who is my questioner?” Dead 
silence in the hall. "There’s your answer”, said the speaker. 

The “return to Leninism”, "collective leadership” and the 
revived authority of the Central Committee are now being 
explained to the 7,215,505 members of the Soviet Communist 
Party. This has to be done at all levels of the organisation in 
each republic, in each region (oblast) and sub-region (raion) 
and thence through the cells (aktivi) in factories and farms, 
to the population as a whole. The criticisms of Stalin from 
the secret speech were repeated by the top leaders in person at 
several large factories in the Moscow region. So far, however, 
there has been no open discussion of the late ruler’s short- 
comings in the national press, where the weakly academic 
phrase "cult of the personality” has been the sole innuendo 
about. Stalin’s twenty five years of tyranny over the Soviet 
Union. 

The new line is clearly not without its hazards for the new 
leaders, who are tracing it with the full deviousness of their 
“deeply principled but supple” Slavo-Marxist system. Beyond 
the strong desire for internal coexistence within the Presidium, 
there was, in the opinion of eminent western spvietologists, the 
essential aim of the Russian ruling class to presetve full control 
of policy throughout the satellite states. The removal of Stalin's 
iron hand made it necessary to invent a new method, or at 
least atmosphere, of international Communist cooperation. A 
greater equality in’ the high councils of Communism will cer- 
tainly, prqve. popular among. the leaders of the European 
People’s Democracies. 

But it is less certain that the legend of Stalin can be easily 
expunged from the Soviet national ‘consciousness. In Moscow 
itself people of medium status can be met who will speak of 
"Stalin's cruelties to his own colleagues”. But what Nuremberg 
called."crimes against the people” have, it seems, long beer 
attributed to Beria, whose police regime the Russian people 


regarded as.an insult. The present leadership is itself plugging’ 


the theme of Soviet justice. There are several currént plays 
and films about Soviet citizens who have been unjustly ‘con- 


demned. A new film, "The Roumantsiev Affair ”, is about a 
lorry-driver who, having been framed, is then forsaken by the 
vital witness, who does not dare to testify in his defence. It is 
probably too early even to guess whether the majority will 
wholeheartedly. transfer their allegiance from Stalin the God 
to the Khrushchev Committee. More will be known if and when. 
the statues are taken away. In the meantime, gentle enquiries. 
about the demotion are met with a gentle cynicism from the 
rank and file. 

The reaction of the stwuents of Tiflis is already familiar to 
the world, for the Georgian riots are better documented than 
the secret speech. March 5th, the third anniversary of Stalin's 
death, passed unnoticed in Pravda and Isveztia. A few 
commemorative lines appeared however in a Baku paper, the 
Bakinskii Rabochii. This meagre recognition caused great 
offence in Tiflis, where Beria Square had already been renamed 
after Lenin. A western lady saw from her hotel window a 
demonstration of students carrying banner portraits of Stalin, 
but in an orderly fashion. A second report of riots with two, 
students killed has not since been confirmed. All that is known 
is that the Tiflis paper Zarya Vostoka, which had been silent 
as the grave in memoriam, printed on the 9th a front-page 
article with a large photograph of Stalin talking to Lenin in 
Georgia. The sense of it was that Stalin was the true and seilf- 
confessed pupil of Lenin and had the workers’ interests graven 
upon his heart. Zarya Vostoka also reported commemorative 
factory meetings. No mention was made in the Moscow press 
of any of these incidents. All foreign journalists and diplomats 
bound for Georgia were informed that all hotelg in, and all 
trains and aircraft to, the Caucasus region were unfortunately 
full until further notice. The French ex-President Vincent 
Auriol on his way to Tiflis was held up for a whole day at 
Rostov-on-Don by "engine trouble”. The visiting Prime Minister 
of Denmark was re-routed altogether. 

The reactions of Georgians are presumably unrepresentative 
of Soviet sentiment. If one may speak at all of effective public 
opinion in the Soviet Union it is the Russian Federal Republic 
and the Ukraine which are decisive. Here the new leadorship 
is certainly being greatly helped by the public personality of 
Mr Khrushchev, the first genuine working-class leader in the 
Soviet Union. For one thing his Leninism-Marxism is a great 
deal warmer and earthier than that of the intellectuals. He is 
homely in his speech and talks unendingly about catering, 
television, bicycles, red tape and spivs. "We must go over more 
energetically to the cafeteria or ‘self-service system... we must 
put public catering on such a footing that the mass of the 
people will find it more advantageous to patronise dining rooms 
and snack-bars... Unfortunately we still find in our splendid 
and industrious Soviet family people who take no part in pro- 
ductive labour, perform no useful work for family or society... 
Party officials who still insist on babbling about economic tasks 
‘in general’, on continuing their arm-chair methods instead of 
earnestly studying their jobs and taking up the practical work 
of organisation, are now severely criticised...” Such "busy 
idlers” are anathema to Khrushchev, himself the incarnation 
of executive energy. It is indeed remarkable that this super 
ebullient Ukrainian, who was appointed to the Politburo 
early as 1939, should have survived Stalin’s King Lear pe 
for, unlike Marshal Bulganin, he is by temperament a 
Vicar of Bray. Much will depend on Khrushchev's success 
failure as architect of the sixth five-year plan. If all. goes w' 
_for him he seems bound to become Russia's first popular 
“not @ remote theocratic figure like Stalin or N Nicholas I, 
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New Deal in the French Union 


FROM OUR PARIS CORRESPONDENT 


LL eyes in Paris have been focused on North Africa. This 

is probably why little attention was paid to the Assembly 
when, for the whole of last week, it looked beyond the Sahara, 
to black Africa, and debated (and approved by 477 votes to 99) 
the most sweeping bill of reforms for the French colonial 
empire proposed since 1946. In one grand gesture the bill gives 
all the Overseas Territories their first prospect of real, though 
limited, autonomy—but not independence. Among the Africans 
themselves, the idea of the French Union as a federal union 
with a common destiny still prevails. 

Roughly speaking, the bill affects the whole of the French 
Union except North Africa and the Antilles—and first and 
foremost the huge Iateral mass of West and Equatorial Africa. 
The peoples of these territories have lived on the promise of 
autonomy since the Constitution of 1946 first gave them the 
hope of obtaining it. The fulfilment has been confined mainly 
to the creation in 1947 of territorial assemblies which have the 
power to vote expenditures on the local budget. By general 
consent, the assemblies have- worked well. But the budget 
raised from local resources, and not earmarked for such com- 
puisory items as civil service salaries, is a small proportion of 
ali sums spent. This has limited the real scope of debates. 
And, from the first, awakening hopes have met with disappoint- 
ment. The slowness of parliamentary procedure has repeatedly 
held up reforms: it took four years to push through a Labour 
Code.’ Hope deferred has soured into mistrust, and mistrust has 
been turning into nationalism. A new note of separatism and 
discontent, degenerating in parts of the Cameroons into viol- 
ence, was evident in December during the elections of deputies 
to the National Assembly from the African territories. 

The French have ruled their colonies “directly” from great 
regional centres. The Governor-General, in Dakar for West 
Africa, in Brazzaville for Equatorial Africa, and his subordinate 
governors in the territories, have been responsible for the entire 
administration. Now, in each territory, Councils of Govern- 
ment’ wilk be’ formed. A majority of councillors, normally five, 
elected by the territorial Assembly, and a minority of three, 
chosen by the Governor, who presides, will run the local services. 
The councillors will be ministers in the sense that each will be 
responsible for a department, but less than ministers in that 
only the whole council can take decisions. The Governor may 
veto decisions he considers unconstitutional, and the case is 
then referred to the Governor-General or the Minister in Paris. 

A great range of decisions now prepared by the Governor- 
General’s offices in Dakar and Brazzaville will in future be 
taken by the councils on the spot. They will adapt laws to the 
local setting and supervise their administration. The territorial 
Assemblies, elected by universal suffrage and with the second, 
European house abolished, will follow the councils into these new 
fields and will be able to vote a greatly increased proportion of 
the finances of the territory. The Councils and Assemblies 
Will“also for the first time control the local civil service. The 
entry of Africans into the service is to be encouraged by a 
revision of examination procedures and by facilitating pro- 
motion from its lower to its higher levels. Between 1951 and 1955 
only eight Africans attended the French school of higher colonial 
administration. It is hoped to raise the African entry first to 
@ fifth and, in ten years’ time, to a half of the total number 
of recruits. 

This is not self-government in the Gold Coast style. The 
Assemblies cannot pass laws; there is no Prime Minister. But 
if they are still not legislatures, they are somewhere very near 
it. Consequently, the role of the Governors-General, re- 
christened as High Commissioners, will be reduced from one of 
administration to that of coordination. They will control the 
army, justice and police; they will levy customs duties and 
direct monetary policy for the area as a whole; they will work 
the schemes by which funds are channelled from France to the 
territories and from the richer territories to the poorer. But 
the day-to-day direction of affairs will no longer be in their 
hands. These are big changes. But the lessons of Indo-China 
and North Africa are in everyone’s mind. 

Yet the reform does ‘aman fears and it does raise problems. 
The fears spring from the fact that Parliament has been 
required not to vote specific decisions but to delegate powers 
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to the government to take them by decree. The fatal slowness 
of parliamentary procedure, especially in voting colonial 
legislation, is so widely admitted that no one has denied the 
need for this. But many deputies are alarmed at what 
M. Teitgen called “this official consecration of the decline of 
our parliamentary régime”—not least the African deputies 
themselves, who, in the past, have found that governments 
may change their minds, or that they may simply change, and 
apply quite other policies. The law gives the government 
powers only until March, 1957, when the elections for the 
territorial assemblies are due, and most though not all the 
reforms will by then be complete. This speed and their con- 
fidence in the responsible Socialist Minister, M. Gaston Deferre, 
has overcome the Africans’ earliet doubts. 

In reality, having obtained the substance of their immediate 
demands, the overseas deputies are wel! pleased. It is for the 
French that problems lie ahead. The reforms will automatically 
result in extra expenditures next year. Later, as some Africans 
think, the pressure for economic and social progress may grow 
as the political demands are satisfied, if only because jocal 
governments must produce results once they cannot blaine the 
French administration for all shortcomings. The pressure fot 
French-investment overseas is likely to increase: £500 million 
has been invested in the French overseas territories “since ‘1946. 

Beyond this again is the question of the whole future develop= 
ment of the French Union. By voting the bill of reforms! 
M. Teitgen has said, France has "solemnly and” definitively 
broken with the policy of assimilation” which is as old as"‘thie’ 
modern French empire. True, the Constitution of 1946 ‘provided 
for autonomy. But it was itself a compromise betweeti® thié 
doctrine of assimilation to France and the reality, ‘even ther 
apparent, that assimilation on a large scale is impossible: The 
place to be occupied by autonomous areas in the French Union 
was never defined and until this year the question had hardly 
arisen” because the administration remained under central 
control. Now it must be faced. 

Only the Africans clearly know what they want. They want 
complete local autonomy, with their own prime ministers, 
ministers and legislatures. But they are not nationalists. Like 
M. Senghor, the deputy for Dakar, they recognise that “the 
great new fact of the twentieth century is the interdependence 
of peoples and continents”. They respect French culture and 
ideas. They respect French investment funds. They accept a 
single defence and foreign policy for the French Union, a single 
franc and a single criminal law. In return, some of them want 
a federal, not a French, government to express this unity.. But 
they ask that overseas deputies should be represented in 
numbers proportionate to their population when the French 
Assembly legislates on questions of federal and not merely 
French interest. 

The formulators of French colonial policy are not''drdwn’ to 
M. Senghor’s federal schemes and often rot even to the idéa 
of local federation in West and Equatorial Africa: Many 
consider the territories to be natural divisions even if cooperat- 
ion between them, and with France, is necessary in an age 
when, as M. Deferre has said, "only vast economic units are 
viable’. The French, with less African pressure to force théir 
hand, are distinctly slower in handing over responsibility than 
the. British. But there are signs of a French "pragmatism” 
oddly reminiscent of British practice. 


Ceylon’s Three Tongues 


FROM OUR CORRESPONDENT LATELY IN CEYLON 


EYLON is holding elections next week. The real’ issue 1s 
C whether Sinhalese should become the sole state language ; 
at present English is still used for most official purposes, and the 
two local languages, Sinhalese, spoken by two-thirds of the 
population, and Tamil, spoken by the other third, are treated 
equally. The issue is not es simple as it looks. Both the 
government party (the United National Party) and the opposition 
coalition (the Mahajana Eksath Peramuna) are m favour of 
making Sinhalese the state language. In the Sinhalese country 
only the Communists and the orthodox Trotskyists are stil ae 
parity between Sinhalese and Tamil In the Tamil mga“ 
uencies, on the other hand, all the parties are for parity. ° 
means that im each constituency nearly all the speeches say 
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the same thing and the only question is who is more sincere 
in his support of Sinhalese—or Tamil, according to the locality. 

The form the issue has taken is unfortunate. What the ordin- 
ary Sinhalese voter really wants is to get rid of English, not to 
attack Tamil. Since the Sinhalese and the Tamil areas are 
fairly clearly demarcated and hardly any Sinhalese live in the 
Tamil provinces it does not matter to the Sinhalese villager if 
Tamii keeps its status. What does affect him is the carrying 
on of the administration in English, so that government circulars 
to his cooperative society, or the procedure in a court case, or 
even a speed limit notice on the road, are all in a language he 
does not understand. The village intelligentsia—like the 
schoolmaster, the Buddhist priest and the headman—who most 
influence the villager’s vote, are still more adversely affected 
by English. They are all educated, sometimes highly educated, 
in Sinhalese. But so long as everything that really matters 
is transacted in English, there is a strict limit to their capacity 
to advance unless they learn English. The result is that 
leadership stays in the towns where the good English schools are, 
and the bright village boy finds it hard to rise. 

It is these facts which provide the passion behind the cry 
for Sinhalese only ; and the government party can hardly fail 
to listen to it. Ceylon is 80 per cent rural, literacy is general 
amongst men and very widespread amongst women, and there 
has been adult suffrage for a generation. No Ceylonese politician 
can afford te ignore Sinhalese rural and small town votes, for 
they control nearly three-quarters of the seats. 

The politicians may, however, have over-estimated the 
passions of their Sinhalese electorate. There is no desire to 
get rid of English altogether. There is still less desire to 
alienate the Tamils. Yet the two and a half million Tamiis 
are being alienated, and very thoroughly. Admittedly they are 
not in a position to exercise their full strength. Nearly a 
million of them are of Indian descent ; most of these have been 
disfranchised and the rest have been given four special seats 
for which elections will not be held until later. Half a’million 
are Muslims, and out of these the Muslims of Colombo, who 
are generally bilingual, are )prepared to accept Sinhalese. The 
solid core of opposition lies in the Hindu inhabitants of the 
North and East who are oyer a million strong. They are all 
angry. They have not forgptten how the Prime Minister, who 
is now advocating Sinhales¢ only, gave them his word on the 
equality of Tamil only 18 mjonths ago. They are so angry that 
the general expectation is ‘that the Federalist party, which 
demands a federal Ceylon comprising a Sinhalese and a Tamil 
state,-and which did very badly at the last elections, wiil 
sweep the board. If the Tamils are pushed too far, they may 
well turn towards India, with whom their cultural ties are 
very close ; many of them are already regretting the part they 
played in the disfranchisement of the Indian Tamils. 


Although the language issue is the only one that really 
counts, the main opposition, the Mahajana Eksath Peramuna, 
has raised others. If it gets in, it has promised to nationalise 
banking, insurance and foreign-owned plantations and to have the 
State set up all new major industries. But few people in Ceylon 
seem to take these threats serious!y; they are little discussed 
either in private or public and the stock exchange is undisturbed. 
The opposition has also promised that Ceylon should cease to 
grant Britain base rights at Trincomalee for the Navy, and 
at Negombo for the Air Force. It is most unlikely, however, 
that even the government party would allow either Great 
Britain to make use of the bases in a war, or itself to get 
involved in any war in which it could possibly stay neutral. 
The issue, therefore, concerns not friendship with Britain, but 
relations with India. Many in the government party feel that 
Trincomalee is a protection in case India should turn really 
hostile ; and they have an uncomfortable feeling that their 
treatment of their Indians, whatever its justification from their 
own pount of view, gives India some cause for hostility. 

The Opposition leader, Mr Banderanaike, on the other hand, 
ergues that it is better to take no sides, however formal, in 
the cold war. He feels, too, that the question of Ceylon’s 
Indians can be settled without leaving India with any grievance 
if the Indian estate labourers are, over a period, given adequate 
inducements to go back to India. On that condition, trust in 
India’s good faith is, he feels, a better protection for Ceylon 
than Trincomalee can ever be. 
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Cold Homecoming for Hr Hansen 


FROM OUR SCANDINAVIAN CORRESPONDENT 


H® H.C. Hansen, who is both Denmark’s Prime Minister and 
its Foreign Minister, has come home to trouble after success- 
fully weathering the perils of a trip to Moscow. His fortnight’s 
stay in Russia appears to have been singularly free of embarrass- 
ing Russian demands. The communiqué issued at the end of it 
makes no mention of Denmark's position in Nato. It gives no 
pledge (like that recently extracted from the Norwegian Premier) 
not to admit allied forces to metropolitan Denmark. It says 
nothing about American bases in Greenland, and contains no 
allusion to Moscow's aspirations for a "popular front”. Although 
negotiations for a Danish-Russian trade agreement, which broke 
down 18 months ago, are to be reopened, the Russians seem to 
have dropped their insistence on getting two tankers, which are 
on the West's list of embargoed exports. Instead, the Danes will 
provide one tanker or, "if that proves impossible”, two fast dry- 
cargo vessels of 10,000 tons. Otherwise Hr Hansen's visit achieved 
agreement on a number of practical matters—joint air-sea rescue 
operations in the Baltic, for instance, and the return of Danes 
held in Russia. 

The domestic scene to which Hr Hansen returned, however, was 
less comforting. Strikes by 60,000 men in a number of industries 
(described in The Economist last week) led to lock-out action 
by the employers against as many more on March 21st, and the 
danger that the dispute would spread further. Industrial wage 
negotiations take place biennially in Denmark, and the last two- 
year agreement expired on March Ist. This year almost the 
entire industrial labour force demanded far-reaching concessions, 
including a general wage increase, higher minimum rates for 
unskilled men, reduction of the working week from 48 to 44 hours, 
more paid holidays, increased sickness benefits, and equal pay for 
men and women. The employers maintain that meeting these 
demands in full would be tantamount to granting a flat increase 
of 20 per cent, at a time when industrial exports had already 
shown signs of slowing down. ; 

Denmark—unlike its neighbours—operates a system which links 
wages to the cost of living. In the past year this has brought an 
automatic rise of five per cent to most workers. The unions, on 
the other hand, assert that production and productivity have gone 
up steadily, and that real wages have risen markedly less since 
1949 than the total national income. Moreover, they argue that 
the 44-hour week is already a reality in many firms. 

Large wage increases would certainly present sore problems for 
the Danish economy. Though it is in better shape than a year 
ago, it is still in unsteady equilibrium. When Hr Hansen took 
office in February last year, on the sudden death of Hr Hedtoft, 
Denmark’s balance of payments situation was deteriorating, 
despite two doses of disinflation. Soon after, the third and most 
drastic dose was administered, including a rise in the bank rate 
to 5% per cent. Last July the medicine began to take effect, and 
the terms of trade improved. The drain was halted: between 
June last year and the end of February, the foreign exchange 
deficit with the National Bank had decreased from £23 to £38 
million, and by January dollar credits had risen to £30 million. 

Some shadows have fallen across this generally encouraging 
scene. Britain’s decision to impose a ten per cent duty on Danish 
bacon, when the current agreement expires in October, has caused 
bitterness in the Danish agricultural organisations ; and it should 
not be forgotten that Denmark's agricultural earnings are largely 
spent on British goods. The Danes have also recently protested 
against the disposal of American surplus butter at dumping prices 
in traditional Danish markets. The damper on public and private 
building has led to more unemployment. During 1955 the average 
number of unemployed was 64,000, and the rigours of winter 
brought the total, including those seasonally unemployed, up to 
135,000 in February. The total union strength is about 600,000. 

The Social Democrat government must often feel exasperated 
by the awkward balance that now prevails in the Folketing, which 
forces it to lean on the Liberals and Conservatives in foreign 
policy and on the neutralist Radicals in domestic affairs. It is 
unlikely, however, to yield to the temptation to advance the 
elections, which must be held some time before the autumn of 
1957. It is by no means certain that early elections would 
decisively alter the political pattern; and to wait for a more 
robust economy would give the government more room to 
manoeuvre and would decrease the nuisance value of the Radicals. 
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ymbolizing the revelation to mankind of atomic enerey as a 
transcending power for good, Eric Fraser's mural is « reminder of 
our responsibility in a world that is overshadowed by its power for evil. 
The omens are favourable. The frst International Conference 
on the Peaceful Uses of Atomic Energy, at Geneva, which 
Socussed world attention on an unprecedented gathering of atomic 
Physicists and engineers, revéaled the startlingly parallel progress 
that had been made by the ‘atomic’ nations, working independently. 





BABCOCK 


A notable feature of this progress is the universal adoption 

of STEAM as the only practical medium, in the foreseeable 

future, for the conversion of atomic to electrical power. 
Babcock &. Wilcox Ltd., as the world’s leading 

steam engineers, with the experience of many years’ close 

collaboration with the Atomic Energy Authority, are 

making an outstanding contribution te atomic progress 

with the manufacture of specialized steam-raising 

plant for the world’s first atomic power stations— 

@ major step towards the realization of a great ideal. 
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the same thing and the only question is who is more sincere 
in his support of Sinhalese—or Tamil, according to the locality. 

The form the issue has taken is unfortunate. What the ordin- 

ary Sinhalese voter really wants is to get rid of English, not to 
attack Tamil. Since the Sinhalese and the Tamil areas are 
fairly clearly demarcated and hardly any°Sinhalese live in the 
Tamil provinces it does not matter to the Sinhalese villager if 
Tamil keeps its status. What does affect him is the carrying 
on of the administration in English, so that government circulars 
to his cooperative society, or the procedure in a court case, or 
even a speed limit notice on the road, are all in a language he 
does not understand. The village intelligentsia—like the 
schoolmaster, the Buddhist priest and the headman—who most 
influence the villager’s vote, are still more adversely affected 
by English. They are all educated, sometimes highly educated, 
in Sinhalese. But so long as everything that really matters 
is transacted in English, there is a strict limit to their capacity 
to advance unless they learn English. The result is that 
leadership stays in the towns where the good English schools are, 
and the bright village boy finds it hard to rise. 

it is these facts which provide the passion behind the cry 
for Sinhalese only ; and the government party can hardly fail 
to listen to it. Ceylon is 80 per cent rural, literacy is general 
amongst men and very widespread amongst women, and there 
has been adult suffrage for a generation. No Ceylonese politician 
can afford to ignore Sinhalese rural and small town votes, for 
they control nearly three-quarters of the seats. 

The politicians may, however, have over-estimated the 
passions of their Sinhalese electorate. There is no desire to 
get rid of English altogether. There is still less desire to 
alienate the Tamils. Yet the two and a half million Tamiis 
are being alienated, and very thoroughly. Admittedly they are 
not in a position to exercise their full strength. Nearly a 
million of them are of Indian descent ; most of these have been 
disfranchised and the rest have been given four special seats 
for which elections will not be held until later. Half a million 
are Muslims, and out of these the Muslims of Colombo, who 
are generally bilingual, are ,prepared to accept Sinhalese. The 
solid core of opposition lies in the Hindu inhabitants of the 
North and East who are oyer a million strong. They are all 
angry. They have not forgptten how the Prime Minister, who 
is now advocating Sinhales¢ only, gave them his word on the 
equality of Tamil only 18 mjonths ago. They are so angry that 
the general expectation is ‘that the Federalist party, which 
demands a federal Ceylon comprising a Sinhalese and a Tamil 
state,-and which did very badly at the last elections, wiil 
sweep the board. If the Tamils are pushed too far, they may 
well turn towards India, with whom their cultural ties are 
very close ; many of them are already regretting the part they 
played in the disfranchisement of the Indian Tamils. 


Although the language issue is the only one that really 
counts, the main opposition, the Mahajana Eksath Peramuna, 
has raised others. If it gets in, it has promised to nationalise 
banking, insurance and foreign-owned plantations and to have the 
Sbate set up all new major industries. But few people in Ceylon 
seem to take these threats seriously ; they are little discussed 
either in private or public and the stock exchange is undisturbed. 
The opposition has also promised that Ceylon should cease to 
grant Britain base rights at Trincomalee for the Navy, and 
at Negombo for the Air Force. It is most unlikely, however, 
that even the government party would allow either Great 
Britain to make use of the bases in a war, or itself to get 
involved in any war in which it could possibly stay neutral. 
The issue, therefore, concerns not friendship with Britain, but 
relations with India. Many in the government party feel that 
Trincomalee is a protection in case India should turn really 
hostile ; and they have an uncomfortable feeling that their 
treatment of their Indians, whatever its justification from their 
own point of view, gives India some cause for hostility. 

The Opposition leader, Mr Banderanaike, on the other hand, 
argues that it is better to take no sides, however formal, in 
the cold war. He feels, too, that the question of Ceylon’s 
Indians can be settled without leaving India with amy grievance 
if the Indian estate labourers are, over a period, given adequate 
inducements to go back to India. On that condition, trust in 


India's good faith is, he feels, a better i 
é ; : protection for Ceyl 
than Trincomalee can ever be. ok 
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Cold Homecoming for Hr Hansen 


FROM OUR SCANDINAVIAN CORRESPONDENT 


H® H.C. Hansen, who is both Denmark’s Prime Minister and 
its Foreign Minister, has come home to trouble after success- 
fully weathering the perils of a trip to Moscow. His fortnight’s 
stay in Russia appears to have been singularly free of embarrass- 
ing Russian demands. The communiqué issued at the end of it 
makes no mention of Denmark's position in Nato. It gives no 
pledge (like that recently extracted from the Norwegian Premier) 
not to admit allied forces to metropolitan Denmark. It says 
nothing about American bases in Greenland, and contains no 
allusion to Moscow's aspirations for a "popular front”. Although 
negotiations for a Danish-Russian trade agreement, which broke 
down 18 months ago, are to be reopened, the Russians seem to 
have dropped their insistence on getting two tankers, which are 
on the West’s list of embargoed exports. Instead, the Danes will 
provide one tanker or, "if that proves impossible”, two fast dry- 
cargo vessels of 10,000 tons. Otherwise Hr Hansen's visit achieved 
agreement on a number of practical matters—joint air-sea rescue 
operations in the Baltic, for instance, and the return of Danes 
held in Russia. 

The domestic scene to which Hr Hansen returned, however, was 
less comforting. Strikes by 60,000 men in a number of industries 
(described in The Economist last week) led to lock-out action 
by the employers against as many more on March 2ist, and the 
danger that the dispute would spread further. Industrial wage 
negotiations take place biennially in Denmark, and the last two- 
year agreement expired on March Ist. This year almost the 
entire industrial labour force demanded far-reaching concessions, 
including a general wage increase, higher minimum rates for 
unskilled men, reduction of the working week from 48 to 44 hours, 
more paid holidays, increased sickness benefits, and equal pay for 
men and women. The employers maintain that meeting these 
demands in full would be tantamount to granting a flat increase 
of 20 per cent, at a time when industrial exports had already 
shown signs of slowing down. 

Denmark—unlike its neighbours—operates a system which links 
wages to the cost of living. In the past year this has brought an 
automatic rise of five per cent to most workers. The unions, on 
the other hand; assert that production and productivity have gone 
up steadily, and that real wages have risen markedly less since 
1949 than the total national income. Moreover, they argue that 
the 44-hour week is already a reality in many firms. 

Large wage increases would certainly present sore problems for 
the Danish economy. Though it is in better shape than a year 
ago, it is still in unsteady equilibrium. When Hr Hansen took 
office in February last year, on the sudden death of Hr Hedbtoft, 
Denmark's balance of payments situation was deteriorating, 
despite two doses of disinflation. Soon after, the third and most 
drastic dose was administered, including a rise in the bank rate 
to 5% per cent. Last July the medicine began to take effect, and 
the terms of trade improved. The drain was halted: between 
June last year and the end of February, the foreign exchange 
deficit with the National Bank had decreased from £23 to £3 
million, and by January dollar credits had risen to £30 million. 

Some shadows have fallen across this generally encouraging 
scene. Britain's decision to impose a ten per cent duty on Danish 
bacon, when the current agreement expires in October, has caused 
bitterness in the Danish agricultural organisations ; and it should 
not be forgotten that Denmark's agricultural earnings are largely 
spent on British goods. The Danes have also recently protested 
against the disposal of American surplus butter at dumping prices 
in traditional Danish markets. The damper on public and private 
building has led to more unemployment. During 1955 the average 
number of unemployed was 64,000, and the rigours of winter 
brought the total, including those seasonally unemployed, up to 
135,000 in February. The total union strength is about 600,000. 

The Social Democrat government must often feel exasperated 
by the awkward balance that now prevails in the Folketing, which 
forces it to lean on the Liberals and Conservatives in foreign 
policy and on the neutralist Radicals in domestic affairs. It is 
unlikely, however, to yield to the temptation to advance the 
elections, which must be held some time before the autumn of 
1957. It is by no means certain that early elections would 
decisively alter the political pattern; and to wait for a more 
robust economy would give the government more room to 
manoeuvre and would decrease the nuisance value of the Radicals. 
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A notable feature of this progress is the universal adoption 

of STEAM as the only practical medium, in the foreseeable 

future, for the conversion of atomic to electrical power. 
Babcock &. Wilcox Ltd., as the world’s leading 

steam engineers, with the experience of many years’ close 

collaboration with the Atomic Energy Authority, are 

making an outstanding contribution to atomic progress 

with the manufacture of specialized steam-raising 

plant for the world’s first atomic power stations— 

@ major step towards the realization of a great ideal. 
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Wall 
Street 


The National Provincial Bank has a represent- 
ative in New York who has proved extremely 
helpful to the Bank’s customers and others. 
He is able to supply information and advice 
on subjects ranging from the prospects for 
British exports in the U.S.A. to the American 
way of life. 

Many people make a point of calling on him 
at 44 Wall Street (Room 1000) as soon as 
possible after landing. 

There is, howevet, no need for you to visit 
America to make use of our New York office. 
Your local National Provincial Bank manager 
will be happy to get information on your 
behalf. It’s all part of the National Provincial 
service. 


Everyone with a 


National 


Provincial 


cheque book gets service. 
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Finance for Industry 
and Commerce 


Icrc provides finance in the form of 
long-term loans on fixed terms, or share 
capital, to industrial or commercial 
enterprises established in Great Britain. 
Amounts range normally between 
£5,000 and £200,000. ° 

During the present period of credit 
restrictions, the Corporation will only 
consider applications for capital from 
firms concerned in work of. national 
importance. Consideration may also 
be given to new ventures which are 
soundly conceived and adequately 
sponsored. 


Please ask for our booklet —“ Capital 
for Business and Where to Find it”. 


INDUSTRIAL AND 
COMMERCIAL FINANCE 
ankcuaaae LIMITED 

Subscribers: The English & Scottish Banks. 


| 
HEAD OFFICE: ; 
7, DRAPERS GARDENS, LONDON, E.C.2 
Tel: NATional 8621/5 


BRANCHES: 


Pawnee. Haatey Roap. Ed 
er—-31, Fatar Lane. 

Mancuester—73, Wuitwortu Sr. 

Leeps—Heéavrow Houses. 


Eowsurch—33, CuarLotte Sq. Edinburgh 30212 
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Atoms and Industry 


N a brief statement to the House of Commons three weeks 
ago, Mr Butler set out the basic principles that the 

Government has laid down to guide the Atomic Energy 
Authority in its dealings with industry. His brevity disap- 
pointed some Labour questioners, who appear to have hoped 
for yet another white paper on atomic policy to cover this 
particular aspect. In fact, to define it in detail at present— 
still to some extent in advance of events—would be unwise: 
all that the Government needed to outline were the prior 
conditions any understanding must satisfy. These Mr Butler 
clarified. First, industry would be expected to pay for 
commercially valuable information acquired from the author- 
ity. Second, no company would be allowed to use such 
information to build up exclusive rights over any atomic 
design or development. The Government left all details to 
the commercial good sense of the authority. 

Both principles are unexceptionable and indeed inevitable. 
So far, companies have been getting information free, and 
details of how the authority will charge for it have yet to 
be worked out. But few were sanguine enough to expect 
to go on acquiring gratis information that vast sums of 
public money had been spent to obtain. The second 
principle guards against the use of this same information 
to take out patents that would give any company a monopoly 
On a specific type of reactor. At this stage of the game, it 
has a more immediately practical purpose : if reactor design 
could be patented, companies would prefer to develop the 
most advanced types and would hold off the simpler projects 
for which there is an immediate commercial application but 
probably a limited commercial life. 


* 


Only a few companies in Britain have the technical and 
financial resources to take up atomic engineering. With the 
exception of the chemical giants, who are not inclined to 
add the design of power plant to their vast existing com- 
mitments, most of these are already working with the 
authority. The four main electrical engineering groups, AEI, 
English Electric, GEC and Parsons, are each engaged with 
other companies in designing atomic power stations. Hawker- 
Siddeley and Rolls-Royce have begun research into nuclear 
power plants for aircraft, and Rolls-Royce has a contract, 
with Vickers Armstrongs, to develop an atomic submarine 
for the Navy. Finally, the British Shipbuilding Research 
Association is working on atomic power for shipping. 

It is a bare 18 months since the first engineers from these 
companies went to Harwell to learn the rudiments of reactor 
design. The companies are atomic teen-agers : out of school, 
but still heavily dependent on the authority. Their only 
criticism of this technical tutelage is that the authority 
appears to regard it as permanent. Its scientific directors 
have left no doubt that in their interpretation of the "close 
Partnership” that the Government would like to encourage 
between industry and itself, industry would have the role—a 
continuing one—of junior partner. 

For the present, this role is inevitable. The four power 
froups are preparing their designs and estimates for the 
first commercial atomic power stations : their tenders must 


be in the Central Electricity Authority’s hands by September, 
and the contracts—for three stations—will be awarded by 
the end of the year. This design work—in which they have 
been dependent on the authority for all technical data— 
has them fully extended. Their engineers would be the first 
to admit that they have little that is original at this stage 
to contribute to the pool of nuclear techniques. 

For research, too, they know they may have to remain 
largely dependent almost indefinitely, since a single experi- 
mental reactor can cost £3 million. The companies are 
receiving complete technical data, quite freely, about the 
gas-cooled natural uranium type of reactor that will be used 
in Britain’s first stations. They are also getting restricted 
data about the more advanced types of reactor that the 
authority is developing—such as the Dounreay breeder 
reactor, on which contractors work under the closest 
supervision and control of the authority’s engineers. But they 
are not free to pass on information about these more 
advanced types to potential customers. 

In the long run, the authority is expected to remain 
solely responsible for importing and processing uranium, 
and for the separation of its fissile from its non-fissile 
elements, since these operations have a military importance. 
The authority will provide industry with the atomic fuels 
that it needs on a rental basis. In practice, a company 
building a reactor sends the authority the design of its fuel 
elements—in an atomic reactor the shape, the metal chosen 
for ”*canning”, and even the spacing of cooling fins may be 
critical in determining efficiency. The authority makes this 
element to order, charging for the work, and charges & rent 
for the fuel while this is being used in the reactor. At 
least, that is the practice today ; as the authority envisages 
the partnership, it might always remain so. 

Industry has other ideas. The major companies are 
content that the fuel should be rented from the authority ; 
but if their first designs work, they want permission to 
fabricate the actual elements themse]yes from billets of 
uranium supplied on a rental basis. T also hope, as time 
goes on, to take a larger hand in applied atomic research, 
working as real partners with the authority on common 
research projects. There is more to this than scientific 
ambition. Already there are a few criticisms of the policy 
underlying the authority’s current research programme—so 
far as one can be discerned—and industry, which will 
eventually use most of the atomic ironmongery, would like 
to have even a small say in settling the kinds of hardware 
that Harwell seeks to develop. 

These emerging differences of interpretation of the ’elose 
partnership” must eventually be resolved , there is no hurry. 
Immediately, both partners have a more mundane issue to 
settle. One of the latest engineering groups to engage on 
development work at Harwell has requested that this should 
remain secret from other companies. To test the authority's 
attitude, a second group has put in a counter-request to sit 
in on these discussions. So far, all discussions have been 
open to all comers. Industry feels, with some justice, that 
this first test case might begin to crystallise its developing 
relationship with the authority. 
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Business Notes 


Analysis of the Boom 


ONE of the basic figures given in the Economic Survey 

‘published this week fully illustrates the extent to which 
the British economy became overloaded in 1955, and its authors 
have been driven both to purely verbal emphasis and to closer 
statistical analysis to explain the strains of this boom. The 
main changes in demand and supplies: in the economy were 
not far out of line with the carefully hedged forecasts of last 
year’s survey. Consumers’ expenditure, about 3 per cent higher 
in 1955 than in 1954, was certainly not above expectations ; the 
current expenditure of public authorities was not "a little 
higher”, ‘but in fact lower; exports rose in line with the 
“reasonably favourable” world trade conditions predicted in 
1955, though not as well as the actual buoyancy of world trade 
might have permitted. The increase of about 7 per cent in 
total fixed investment (£185 million at 1954 prices) was hardly 
more than last year’s surveyors had permitted themselves to 
hope. Investment in stocks and work in progress, however, 
probably did rise more than had been expected—by about 
£335 million in real terms, taking £210 million of the £635 mil- 
lion of extra resources used within the economy. 

Output, admittedly, did not, quite come up to expectations—the 
increase of 5.1 per cent in industrial production contributed to 
a rise of only 3'/: per cent! in the gross domestic product to 
£16,489 million against a ris¢ of 4'/: per cent in 1954—and the 
gap beetwen demand and supply, filled by extra imports con- 
tributed about £100 million &t 1954 factor cost to the deterior- 
ation in the balance of pay ts. But the survey suggests that 
there was more to it than this: 

The increased pressure on nesouttes is not fully measured by 
this figure since in the field of investment demand was not 


fully met either by home production or imports and order 
books lengthened. 


The growing strain on the economy thus needs measuring 
in terms not only of resources that were used up’ but also: of 
those that could not be supplied. Indirect indicators of the 
Strain were the growing excess of vacancies on offer over 
unemployed people available to take them, and the growth of 
production costs in the economy, reflected in a rise of about 
2 per cent in export prices and about 3'/: per cent in prices of 
goods and services at home during 1955. The Government 
obtains for its own information another telling selection of 
indicators—statistics of orders and prices for a wide selection 
of industries—but most of the industries concerned insist that 
these should not be published. 


Bursting at the Seams 


OT all the measurements of last year’s economic strains, 

therefore, can be published in the survey ; but even those 
that can require closer analysis to bring out the essential 
nature of the 1955 boom. To begin with, the surveyors have 
estimated that the increase of £185 million in total fixed 
imvestment contained an actual decrease of £50 million in 
housing, investment, and an increase of £235 million in all 
other fixed investment. In the same way, .consumers’ total 
expenditure tose by only 3 per cent; but their expenditure 
on private motoring and cycling rose by no less than 26 per 
cent. These shifts aggravated the strain: 

While the basic trouble last year was the excessive level of 

total demand, the position was made still more difficult by 


the growing concentration of demand on the metal-using 
industries. 


Though these engineering industries absorbed two-thirds 
of the extra labour that became available in the economy 


end imcreased their output by 9 per cent, nearly twice as 
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much as industry as a whole, they could not quite cope with 
this greater and more concentrated demand, 

The economic surveyors have analysed this special impact 
on the engineering industries in various ways, most clearly 
in table III showing where metal goods went last year. This 
shows at a glance the pressure for expansion that the 1953-55 
boom put on the metal using industries. This boom combined 
a steady but by no means disproportionate rise in demand 
upon them for fixed investment in general—it rose little 
more than their total output over the two years—with a 
much more than proportionate rise in demand for metal 
consumer goods sold at home and a grossly disproportionate 
increase in supplies of passenger cars for the home market, 
of which supplies nearly doubled over the two years and rose 
35 per cent in 1955 alone. How one allocates these cars between 
investment and consumption is largely arbitrary (the statistical 
methods actually used hardly bear repeating), and does not 
matter much. What matters is that this continued rise in 
supplies to the home market—between 1951 and 1955 they 
roughly quadrupled, while total output of metal goods rose only 
about a quarter—put quite excessive strain on the economy. 

Restraint of home demand upon these engineering industries 
is already moderating the rate of imports—with very heavy 
imports of machinery, steel and its’ raw materials, and non< 
ferrous metals, they took well over a third of the extra imports 
in 1955. It may take some time for credit restraint to moderate 
pressure upon these industries and to shift resources. within 
and between them from home to export production. This, and 
the fact that in 1956 prospects for world trade may not remain 
quite as favourable, lie behind the surveyors’ steadfast refusal, 
this year, to make any prophecies about industrial . output. 


Trade and Payments Deficit 


ISSED opportunity is the keynote of the Survey in its 

discussion of Britain’s external trade and the balance of 
payments. "In 1955 world economic conditions were highly 
favourable.” The growth in output of all major manu- 
facturing countries of the world was accompanied by a sharp 
rise in the level of trade between them. It is against that 
background that the reader is invited to consider a fall. in 
Britain’s share of world trade in manufactures from about 
20'/e per cent in 1954 to about 20 per cent in 1955; a rise 
in the adverse visible balance from £599 ‘million (£50 million 
a month) to £862 million (£72 million a month); a deterior- 
ation in Britain’s balance of payments from a surplus of 
£205 million in 1954 to a deficit of £103 million in. 1955 and 
in the payments balance of the whole sterling area with the 
non-sterling world from a surplus of £97 million to a deficit 
of £181 million. 

Figures in the United Kingdom trade account are differently 
drawn from those in the balance of payments account for the 
latter brings in imports on a f.0.b. basis, showing the whole 
of freights charge as an invisible item. It also has different 
lags on payments which become important when a dock strike 
is holding up trade. But it happens this year that the visib!e 
trade account holds the biggest of the clues. British exports, 
though expanding, (they rose about 8'/: per cent in value and 
about 7 per cent in volume) lagged behind those of the chicf 
competitors. In the first three quarters of the year United 
Kingdom exports of manufactures rose by about. 7 per cent 
in value; those of the United States, Western Germany and 
Japan rose. by 9, 18, and 27 per cent respectively. The survey 
also rubs home the point that even go, the British figure was 
a little too favourable for the early months of 1955: it included 
a backlog of exports held up by the dock strike of 1954. 
Simultaneously, as must happen in a brimfull economy, imports 
increased much faster than exports. The rise of £512 million 
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. , 689 
compared with 1954 in the import total represented 11'/: per 9 


cent in volume and 15 per cent in value. The Board of The Capital Account 
Trade’s classification shows that increase to have been concen- 
trated on manufactured goods, but im fact the biggest increases 
were in goods like steel and copper—semi-manufactures destined 
for British industry. 

In balance of payment account terms there was a provisional 
deficit on visible trade of £352 million, a deterioration of 
£160 million compared with 1954; a deficit of £181 million 
on the Government’s external expenditure, which was £27 million. ital item ifference 
£7 million worse than in 1954; a surplus of £386 million from swing on pone eae Sa: weas in (he gold io 
the other invisible items which represents a. worsening of dollar reserves which declined by £229 million in 1955 after 
£135 million and a decline. of -£6. million to £44 million in rising by £87 million in 1954—a total deterioration of £316 million. 
defence aid. The resulting deficit (£103 million compared with The figures are subject to a large residual error but two of 
a surplus of £205 million) was thus a deterioration of the items stand out clearly and suggest that there was a net 
£308 million. The figures also imply that. the second half of outflow of capital about £100 million greater, than in 1954. 
the year when there was a net payments deficit of £118 million First, Britain’s debt to EPU, which had been cut down by 
was much worse than the first half which showed a surplus £78 million in 1954, was increased last year by £1 million. 
of £15, million. But, partly because of. the backwash of the Second, foreign holders of sterling who had increased their 
1954 dock strike and partly because of the heavy year-end holdings by £46 million in 1954 reduced them by £93 million 
interest payments, it is not thought that that contrast is a true im 1955. 
one. 2 Thus the foreign investor has been expressing his lack of 

The fall in the invisible income is heavy. Of the total, confidence in sterling while the British industrialist (and 
£30 million is a fall in shipping income springing from the wage earner) has been straining the exchange to. the limit by 
same sources as the adverse movement in visible trade; extra. a bumper investment programme which put. a total of 
foreign tonnage was hired to carry rising imports and British £2,770 million against £2,476 million into fixed. investment, 
flag tonnage was lured back from foreign employment; tramp and in the company sector alone for the first time in many 
freighte also rose and though the United Kingdon is a net years put more into new fixed investment than industry 
earner of shipping income as a whole it is a net hirer of ploughed back out of profits. A sum of £350 million compared 
tramps. There were also various non-recurrent items including with £125 million went into physical increases in stocks and 
the heavy oil payments partly connected with re-starting at work in progress, and industry put unwonted pressure on the 
Abadan, and there was the increased interest on the sterling capital market by its increased borrowing. 


HE United Kingdom capital account with the non-sterling 
countries, given in table IV, shows the shape of the total 
deterioration of the sterling area’s standing with the rest of the 
world. The current account deteriorated by £278 million 
between 1954 and 1955 ; of this the United Kingdom was respong- 
ible for £251 million and the other sterling countries for 





balances, resulting from the tighter money policy. The cost in The question remains whether once those pressures, now 
a full year of the rises in short term interest rates early in clearly recognised, have been dealt with, the opportunities 
1955 is estimated at £30 million. that were missed in 1955 can be seized in 1956. The survey, 
I - Gross National Product Il - Changes in Expenditure and Supplies 1953-55 
(mn) (£mn at 1954 factor cost) 
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though it devotes little of its space to looking forward, speaks 
with cautious hope, and there seems to be one other point 
that it has not emphasised. Excessive stock building is danger- 
ous, but the future is at least less grim than it would be if 
goki reserves had been lost without the acquisition of large 
stocks of imported raw materials and semi-finished products 
in exchange. Perhaps there is also hope just because the 1955 
orisis was such a parochially British affair. The survey finds 
few indications of slackening in world demand for manu- 


_ factures, and as long as industrial activity continues to expand 


it expects firm commodity prices. Its tentative, though hearten- 
ing, conclusion is that world markets for manufactured exports 
will continue to expand in 1956, though more slowly than 
im 1955 


Steadier Gilt-Edged 


I" might be argued that the two main events in the gilt- 
edged market in the last few days pull in opposite 
directions. The charge for loans to the local authorities-from 
the Public Works Loan Board was modestly raised last 
Saturday 


Old Rate New Rate 

per cent per cent 
Loans up to 5 years 5 "V/s 5 5/s 
5 to 15 years 5 3/a 5 "Ve 
Over 15 years 5 '/4 5 ‘V2 


This gives the impression of a slight tightening of the 
squeeze and a slight nudging of the authorities away from 
government finance towards the market. Yet simultaneously 
Surrey announced a loan for £2'/2 million in 5 per cent stock 
dated 1968/71 at par: it was strikingly similar to the Edin- 
burgh loan of the previous week except that the price was 
10s higher and the gross redemption yield (of 5 per cen?) 
about one shilling per cent less. This looks like an easing 
of tension in the gilt-edged market. 

There is, however, little in this contrast. The Treasury has 
adjusted the Public Works Loan Board charges a little late to 
take account of the change in market rates that had already 
taken p ace since January 14th when the previous changes were 
made. In fact Surrey will borrow from the market a shade 
below PWLB charges, but the real force that sends the local 
authorities to the market is the scrutiny by the Loan Board 
and its obligation to refuse if the market can provide the money. 
The Edinburgh loan was a notable success and since it 
retained its opening premium of 12s 6d, the Surrey issue itself 
was well received. A slightly less unhappy atmosphere has 
developed in the gilt-edged market. Selling from Ireland has 
stepped ; a little cautious buying by home institutions has appear- 
ed; and the government broker has adopted a more vigorous 
policy of buying the maturing National War Bonds 1954/56. 
He has raised his bid price gradually to the present level of 
£99'/e raising at the same time the price of Conversion 4 per 
cent steck and Exchequer 5 per cent stock 1957 which he 
sells in exchange. In the week ended on Monday the Financial 
Tmes government securities index rose from 85.90 to 86.50. 

It is too early to expect increased confidence to spread to 
other sections of the market. Industrial shares have just 
managed to mark time. The outstanding success has been 
the £24 million rights issue by Associated Electrical Industries. 
‘Stockhoiders exercised their rights to 96 per cent of the 
8,333,333 shares offered and applications for excess shares 
amounted to 2,915,877, so that applicants had to be rationed 
to 78 shares however big the excess application. The new 
shares which stood at 5'/sd premium just over a fortnight ago 
have risen to 5s 1'/ed premium. A marked contrast is found 
in the £8 million issue of 6 per cent loan stock offered at 
par to stockholders~ by Gallaher, the tobacco company. 
Stockholders exercised their rights to 97'/: per eent of that 
company's issue of 5,437,500 £1 ordinary shares at par, but 
they left 84 per cent of the loan stock with the underwriters. 
one they are strong and the discount has been kept 

4. 

The foreign exchange market, too, has been marking time 
rather uncomfortably. Sterling against the American dollar 
Slipped back from $2.805/s to $2.80'/2 on Monday reflecting 
the unfavourable impression that the full employment white 
paper made im Continental centres which had not then seen 
the Economic Survey. 
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An Odd Bunch of Dividends 


LTHOUGH the story spelt out by recent company reports 

is generally of smaller profit margins and cautious 
dividends, that story is given a number of different twists. 
Some variations in the pattern have been revealed in three 
reports published in the,last few days. 

The mining finance houses in South Africa face different 
problems from those besetting industrial companies at home, 
though they share a common anxiety about rising costs. But 
Kaffir dividends have been holding up well and Union 
Corporation has been able to report that in 1955 its net income 
rose from £1,080,279 to £1,119,689. The most important 
development for Union Corporation in recent months was the 
sale of the shares of Winkelhaak Mines to the public. A lot 
of money has still to be spent in the Bethel area where 
Winkelhaak is the first flotation, so that the decision to leave 
Union Corporation's ordinary dividend almost unchanged was 
to be expected. The dividend for 1955 is 2s 9d per 2s 6d share, 
less tax, compared with 2s 8.909d per share, less tax, in 1954. 

The directors of the Savoy Hotel can have few worries about 
capital commitments and, since the bid for control was bought 
off at a high price, a more generous treatment of ordinary 
shareholders forms an inevitable epilogue. In 1954 the com- 
pany declared a total trading dividend of 15 per cent, 
including a 5 per cent bonus, and shareholders also received 
a 30 per cent tax free capital dividend. For 1955, following 
a rise in trading profits from £654,438 to £712,868, the 
dividend has been set at 17 per cent, including a bonus of 
% per cent, on the capital of £847,912 in "A” shares and 
£21,198 in "B” shares. 

| In contrast to this decision, 11 may seem odd that an 
engineering company earning a trading profit of £1,593,831 
in the year to June 30, 1955, against £1,651,249, should declare 
no ordinary dividend at all. But the directors of David 
Brown, whose interests range from machine tools to sports 
cars, have ample reason for their decision. The ordinary 
shares are privately held, while the preference shares were 
introduced to the market five years ago. Capital commitments 
for plant replacement now come to over £1,000,000 and 
continual capital development seems necessary when, as th2 
chairman points out, the decline in profits woild have been 
much greater had not the group’s sales risen by over 
£2,000,000. Finally, the expansion in sales brought the value 
of stocks up from £4,761,529 to £6,417,209 and at the end of 
last June outstanding bank overdrafts and advances came to 
£1,696,171, compared with £479,058. 


Rhodesia Asks for More 


NCE again the two groups that operate the Rhodesian 

Copper Mines have been asked to play the role of fairy 
godmother. The new request came from the Northern Rhodesian 
and Nyasaland governments for an interest free loan for African 
development—in effect to bring housing and social services and 
some of the amenities of civilisation to the native. The 
announcement came hard on the heels of the subscription of 
£20 million at 4'/2 per cent to the Federal Government's 
Kariba scheme and not so long after the copper companies had 
put their hands in their pockets to find money for Rhodesia’s 
State owned railway system. 

The response this time was different: Mr R. L. Prain for the 
Rhodesian Selection group agreed. But the Rhodesian Anglo- 
American group of companies said no. The loan of £3 million 
(£2 million to Northern Rhodesia and £1 million to Nyasaland) 
will therefore come in equal shares from Roan Antelope and 
Mufulira alone. It is interest free until June 1960 when the 
governments have the option either to repay or to fund ‘at par 
into 4'/2 per cent bonds with any date they choose up to a 
maximum of 20 years. Something more than the interest until 
1960°is being given away. A four and a half per cent stock with 
a 20 year life would not command par in present markets. 

It is easy to see why the governments have welcomed the 
Rhodesian Selection Trust’s offer”. They feel that too much 
of the copper revenues goes in taxation towards purely federal 
projects which are mainly designed to benefit Southern Rhodesia. 
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HENRY 
GARDNER 


AND COMPANY LIMITED 
(CAPITAL & RESERVES £2,000,000) 


Henry Gardner & Co. Lid. provide manufacturers 
and producers of raw commodities with an 
economical method of marketing their products 
throughout the world. This assistarice in problems 
of shipping, insurance, finance and the sale and 
distribution of British goods overseas has been 
valued by many leading manufacturers, For further 
information please apply to our Head Office or 
to your nearest branch. 


HEAD OFFICE:—2 METAL EXCHANGE BLDGS., 
LEADENHALL AVENUE, LONDON, EC3 
Telephone: MANsion House 4521 (10 lines) 
Telegrams: Nonfermet, Telex, London 
Cabies: Nonfermet, London 
143 ROYAL EXCHANGE, MANCHESTER 2 
Telephone: Blackfriars 3641 


LANSDOWNE HOUSE, 41 WATER STREET, 
BIRMINGHAM, 3 - Telephone: Central 6471 
98 WEST GEORGE STREET, GLASGOW, C2 
Telephone: Douglas 5433 


FROM CONCEPTION TO COMMISSIONING — From the earliest stage of 
design to the completion of the actual, working plat, Frasers take charge of all / 
operations, for process plant in any part of the world. 
W. 2. FRASER & CO. LTD. CHEMICAL & PETROLEUM ENGINEERING CONTRACTORS, 
Harold Hill, Romford, Essex. Works : Monk Brettony Nr. Barnsley, Yorks. 
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The Northern Rhodesian government is anxious to expand 
certain cherished but not productive plans for giving native 
villagers amenities bearing some comparison to those that 
migrant Africans find in the Copperbelt. Nyasaland is profound- 
ly worried at continued African resistance to Federation and 
wants money to be used in a way that will bring home the 
benefits of the tie-up with the Copperbelt to African nationalists 
~—for which a big school building programme is believed to be 
the most effective. The difficulty of both will be to translate 
money into such developments, which are necessarily slow to 
take effect in backward areas. 

It is also easy to see why the Rhodesian Anglo-American 
group of companies has not associated itself in the new gesture 
of generosity. The objects are worthy but not directly—as the 
directors thought—related to the business of the mining com- 
panies. Had the proposition included a commercial rate of 
intetest it is probable that the Rhodesian Anglo-American group 
would not have hesitated to involve the money of its share- 
holders alse 


Canada Frees Gold 


In his budget speech last week the Canadian Finance*Minister 

announced a complete freeing of the gold market in Canada. 
Mr Harris said that with effect from March 2ist both residents 
in Canada and foreigners could buy and Sell gold freely in 
Canada. Furthermore, any gold bought in Canada can now be 
exported without the Federal licence previously required. The 
lifting of controls over gold exports does not mean that Canada 
intends to return to the gold standard. Nor is it implied by the 
toleration of free purchases and sales of gold within Canada. 
These sales and purchases will be made in a free market in 
which prices will fluctuate with supply and demand. Since 
beth imports and exports of gold will be free, the price in 
Canada will not diverge by more than the transport costs from 
the prices quoted in world markets, of which the London bullion 
market is the most important. The Canadian authorities may 
intervene in the Canadian free market just as the Bank of 
England does in the London free market, but will not be bound 
to do so at fixed buying or selling prices. Canada still adheres 
to its decision to remain uncommitted to any fixed gold parity 
for its dollar. As long as that is so gold dealings within Canada, 
however freeeor however much the authorities may intervene 
in them, do not imply a return to the gold standard. 


Bidding for Rubber Acres 


bout of bidding for British owned rubber and tea estates 

seems to be developing. It is concentrated on properties 
in Ceylon, and resembles the buying of tea gardens in India 
which occurred a year ago. A few estates have changed hands 
and the agents of Ceylonese buyers are known to be making 
active inquiries in London. More estates might have passed 
into locaL ownership if the transfers had not often meant also 
parcelling the land into numerous small holdings. Estates 
recently sold include Nahalma Rubber and Pindenioya Rubber 
and the tea companies Elmshurst and Glentaffe. Rumour men- 
tions several other possible bids. 

The reasoning behind the bidding is based partly on the growth 
of a moderately prosperous middle class in Ceylon and partly 
on the chance of acquiring estates considerably below their 
replacement value. After a period of prosperity balance sheets 
are now well filled with liquid assets and estates are usually 
carried much below current cost per acre. Capitalisations per 
acre among the Ceylon rubber companies run from £25 per acre 
to rather over £70 per acre. A replanted acre of good rubber 
is worth about £120. 

Until the British tax law was altered to put an end to 
dividend stripping, the operation of selling estates to Ceylonese 
ownership was even more attractive. It consisted of two stages : 


first the sale of the estates without the liquid assets and second’ 


the sale of the shell of the company to a buyer whose tax 
etatus enabled him to claim tax refund on such of the cash 
essets as would have attracted tax on distribution as dividend. 
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Record Roundabout 


OMPETITION between Britain's two leading gramophone 

record companies, Decca and Electric and Musical In- 
dustries, entered on a new round when the fifty-year-old associ- 
ation between EMI in this country and the Radio Corporation 
of America was brought to a sharp end. From May of next 
year, all new RCA recordings will be distributed in this country 
by Decca, not by EMI. This is Decca’s come-back. Last year 
it lost the Capitol catalogue to EMI. Capitol is one of the liveliest 
American record companies, though it is only about ten years 
old, and is particularly strong on popular music. Decca used to 
distribute Capitol records in Britain, but last year EMI bought 
a 96 per cent interest in Capitol, and took over distribution of 
its entire catalogue of recordings, old and new, when Decca's 
contract ran out at the end of 1955. 

Both companies have now built up their own distributing 
organisations in the United States: EMI, therefore, will have 
no difficulty in distributing its own records when RCA ceases to 
do so next year, Moreover, EMI still has the right to distribute 
the vast RCA catalogue of recordings made up to the time when 
Decca’s new contract comes into operation, which will include 
RCA’s huge existing classical repertoire. For the future, 
however, RCA’s output is far greater than Capitol’s. So the 
balance of advantage in this particular round will probably go 
go to Decca 


Fall in the Jute Market 


URING the first half of this season prices of Pakistani raw 

jute were uncommonly stable although the market is tradi- 
tionally a speculator’s playground. Prices rested on the official 
export minima, and consumers abandoned hopes that the Pakistan 
government would reduce those minima following the devaluation 
‘of the rupee. But in January prices began. to rise sharply and 
this month firsts have been quoted at over £101 a ton cif Con- 
tinent, compared with the minimum of £30 a ton (now increased 
to £81 a ton to take account of the rise in freight rates). Cheaper 
jute was available in London and the Continent, however, from 
importers who had bought at lower prices and were content to 
take their profits and sell at a discount of several pounds below 
Pakistan prices. There were several reasons for the rise in the 
market. China and Spain bought unexpectedly large quantities ; 
the unsealing of looms in the Calcutta mills indicated that India 
would need more jute; offerings of loose jute were small, and 
-gome speculators had to cover short sales. 

‘Now, with typical abruptness, prices have fallen sharply. 
Firsts in Pakistan are down to about £91 a ton and are offered 
in London at slightly less; some grades are back to the 
minima. The decline mainly reflects the rapid growth of the 
new crop and the falling off in demand for Indian jute goods. 
Last month a further 5 per cent of the tatal looms in India were 
brought back into operation, leaving only 5 per cent still sealed. 
It is doubtful if all the additional capacity will be needed if 
Russia fails to buy India jute goods, and that much-heralded 
deal still hangs fire. Prices of jute goods have weakened 
further; a 10 oz 40-inch Indian hessian cloth, for example, is 
as low as 58s 6d per 100 yards fob Calcutta. It is difficult for 
Continental manufacturers to compete at such prices; they are 
hardly remunerative even to the Indian mills. 


SHORTER NOTES 


~— So far Britain and sixteen other countries (but not the United 
States) have ratified the international convention designed to 
reduce the costs and formalities of sending commercial samples 
and advertising material abroad. The convention, which entered 
into force on November 20th last year, is obtainable from 


the Secretariat of the General Agreement on Tariffs and Trade, 
Geneva. 


The discount market raised its bid sharply, by 7d per cent 
to £98 14s 6d per cent, at the Treasury bill tender eight days 
ago. It thereby succeeded in increasing the proportion of its 
application to be allotted from 46 to 68 per cent. The average 


rate of discount on all bills fell by 2s 2d per cent to just under 
5'/s per cent. 
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THE NATIONAL BANK OF INDIA, LIMITED 


BALANCE SHEET REFLECTS FURTHER EXPANSION 
MR J. K. MICHIE ON THE “CREDIT SQUEEZE” 


The annual general meeting of the National Bank of India, Limited, 
was held on March 27th in London. 

The following are extracts from the circulated statement by the 
Chairman, Mr J. K. Michie, for the year 1955 : 

Our balance sheet again reflects expansion, the total of our consol- 
idated figures being £168,653,013 against £162,031,432 at 3lst December, 1954. 
This trend is much more likely to be reversed than continued during 1956. 

After full provision for taxation, bad and doubtful debts and other 
necessary reservations our consolidated net profits are £421,839 against 
£325,923 for the previous year. The two dividends declared total 15% 
which is the same rate as for 1954. 

Of the resultant balance as last year £75,000 has been transferred to 
Premises Account and £85,000 has been allotted to Contingencies Reserve 
Account sgainst £70,000 last year. The balance carried forward has 
been increased by £15,892 at £342,158. 

In commen with other Banks we have suffered a considerable fall 
in the value of our holdings in Government securities, but this has 
been taken care of internally. 


India. Irrigation schemes, the increasing supply of water from tube 
wells and improved methods of agriculture have all contributed to a most 
gratifying increase in agricullural productivity, particularly of food- 
stuffs, and imports in 1955 fell to a new “low” of just over three- 
quarters of a million tons. This additional production is all wanted 
to keep ahead of the growth of population. 

Gererally, the production targets set for the first five-year plan have 
been reached or exceeded and the Government is facing its second pro- 
gramme with some confidence. 

An outline of this has recently been published which provides for a 
total investment of Rs.6,100 crores (£4,575 millions), of which investment 
in the public sector will be Rs.3,800 crores (42,850 millions) whilst invest- 
ment in the private secter is placed at Rs.2,300 crores (£1,725 millions). 
The ratio of public to private investment is 62% to 38%. Combined 
development expenditure by Central and States Governments is to be 
of the order of Rs.4,800 crores (£3,600 millions). The broad aims are to 
create 10 million additional jobs, of which 8 millions will be non- 
agricultural, and progressively to raise national income by 25% and per 
capita income by 18% between now and 1961. We sincerely hope these 
aims will be achieved. It is proposed to finance the plan to the extent 
of 50% from: budget surpluses and loans. £900 millions is to come from 
deficit financing while £606 millions is expected from foreign sources, 
leaving a gap of £500 millions to be filled. 

In a prepused amendment to the Reserve Bank of India Act indications 
are given of how part of the finance for the plan is to be found. There 
are two proposals, one to reduce the backing of the paper currency 
from 40% to 30% thereby enabling the note circulation to be increased 
by Rs.135 crores, the other to revalue the gold in the Paper Currency 
Reserve to the International Monetary Fund rate of $35 per ounce, 
thereby raising its value by Rs.78 crores. The second is an entirely 
logical move. 
on Planning Commission purposes the creation of a socialist pattern 

society and that includes "a more even distribution of wealth and 
Power” with limited ceilings for personal net incomes. Higher taxation 
is therefore in view. 

Asa part of her economic policy India has just announced her decision 
Le Life Insurance so that she may channel the growing funds 
fear Se oe more directly into the five-year plan than happens 
ities : a € individual investments by Companies in Government secur- 
jeer eee results of Government's action have been a sharp and 
i: an - - Stock Exchange values and a recrudescence of uncertainty 
Seeman -- is of industrialists, Indian and foreigner alike, regarding 
anetrteiaie 7 further intentions towards the private sector, and this 
ea po A as not been relieved by the principles of policy outlined 

The Im ae of the second five-year plan. 
controltiae tn Bank of India is now the State Bank of India and a 
Senres eos ak ae has been acquired by Government through the 
ous Banks ree It was foreshadowed that certain other indigen- 
hes ‘net foe 7 be included in the new State Bank, but so far this 
and control w lone. The primary reason for the change of ownership 

tu tae as the provision of banking facilities in rural areas at a 

po than a purely commercial undertaking could justify. 


Pakistan, 


On 3ist Jul 
© came te y last Pakistan revalued her rupee at 1/6d and 


decision oan line with other sterling area currencies. This was a wise 
enpeste:: a ich has put her in a much better position to market her 
which : ; also opened the way for a resumption of trading with India 
tie aa d be widely developed. While in some cases the products of the 
+ a Ntries are competitive, they are in many others complementary 
De Pre of each other. 
ena ea nee cf industry has had a high place in Pakistan's planning 
to in West and East Pakistan many factories have been brought 
On pation during the year. 
is date white crops were good in 1955 and the economy of the country 
which y more stable partly as the result of an austerity campaign 
cut imports very severely. 


The draft Constitution is now under discussion ; a 
; major proposa 
to establish the same connection between the U.K, oa seniaon = 


exists between the U.K. and India, i. a i i 
Commonwealth. ee 


Ceylon. Generally the economic picture of the Island 1s a favourable 
one. Lower rice prices combined with a larger internal production greatl 
improved her balance of trade. Rubber prices have remained at 
remunerative levels, but the course of tea prices has borne a’ clese 
resemblance to a fever chart, and no one can yet say that it has settled 
at “normal”, although it is thought that the principal factors which 
caused Jast year’s extreme swings have worked themselves out. The 
recent rapid increase in Ceylon’s rice production is a fine achievement 
although at the moment a severe drought is causing a setback. The 
target is 650,000 tons per annum which would go far to meet the needs 
of the increasing. population. 


Burma. Falling rice prices have again troubled Burma but. this was 
countered to some extent by larger rice exports..Nevertheless her sterling 
balances declined sharply from £41% millions to £22 millions over the 
twelve months as orders previously placed for large quantities of 
capital goods had to be paid for. 

Strict rationing of imports was put into effect early in 1955 and it 
is hoped that this measure, coupled with a more active rice selling 
policy, will bring equilibrium. 

Given successful handling of the present somewhat critical balance 
of payments position there is no reason why Burma should not 
achieve and maintain a favourable balance of trade. 

Her economic policy continues to be dominated by Socialist ideas 
and increasingly trading is going into the hands of State or quasi- 
State organisations. A eorollary of this is ‘the Government-owned 
State Commercial Bank to which a considerable amount of business 
is now directed. 


The Colombo Plan is being steadily enlarged and the tempo of 
development in Asian member countries continues to rise, as is indeed 
highly necessary, for it is estimated that the population over the area 
covered by the plan is increasing at the rate of 10 millions per annum, 

In the not very long run, in spite of very satisfactory increases in 
food production in deficit countries, there seems to be a. certain 
market for any rice Burma and/or Siam can export, particularly as per 
capita standards of nutrition are still estimated to be below the 1939 level. 

It is only right to point out that at least two-thirds of the Colombo 
Plan funds are found by the countries which benefit, but outside aid 
is not only in money and to date 7,200 men and women have bees; ar 
are being technically trained outside the area. The long-term advant- 
ages of this scheme will be very great. 


East Africa. Pclitically both in. Kenya. and Uganda more stability 
has been achieved and the economies of the two territories have 
benefited accordingly. 

In pursuance of our policy of providing banking services where and 
when justified, we have opened two branches in Kenya, at Nyeri and 
at Kilindini Road, Mombasa, dnd one in Tanganyika at Mbeya. . Sub- 
branches have been opened at Kakamega from Kisumu, Kenya and at 
Iganga and Kamuli from Jinja,. Uganda. 


Subsidiaries. Grindlays Bank Lid. had a satisfactory year and higher 
profits are shown. Expansion in the Rhodesias continues. 

Our Finance & Development Corporation made an increased profit 
which is being retained in the business. 


A year ego to combat inflation the Bank of England rate was raised 
to 44%; later the "credit squeeze” was ordered, but even. together 
these measures unfortunately have been proved inadequate. As I 
write the Bank rate has been hoisted to 5%% and other measures 
taken aimed to restrict spending. During 1955 production in the ‘United 
Kingdom was increased by about 4'£% but spendable incomes rosé by 
7%, and as by and large these incomes were spent we had inflation, 
to at least the extent of the difference. The sharp fall in the goki 
and dollar reserves is another disquieting feature and is a reflection of 
our adverse trade balance. So without doubt we shall have further and 
very necessary anti-inflationary ee ey us, we as a 

nity having failed to impose them on ours i 
"hee CC cmaten society there is no comparable problem. Manage- 
ment and labour just have to produce prescribed norms _and, of their 
production, only a certain percentage is released for —— — 
sumption, the balance being ploughed back into development or Aa - 
into export. As only a small] percentage of each annual oe a 
production is earmarked for domestic enjoyment, the rate—thoug sewn 
necessarily the volume—of increase in gross national product is gr 
in, say, Russia, than in democratic countries. 

In a free economy totalitarian methods are not .pe 

must be used to produce similar effects. We 


in hope, tempered by some trepidation. t 
ae cnuaeien to a pelicy of reducing ihe volume of goods for 


internal consumpticn scem to be a to eam an aed 
4 urchase taxes) or to ensure rou ; y 
ea ae goods available. It would be far less painful to Govern 


rmissible, and others 
therefore await the 





if individuals were to save rather than spend and 
. twin necessities of a favourable balance of trade 
but we cannot have the cake of economic 
eat it. 
bank our interest in the economic measures 
lies partly in the repercussions they have 
is vital that the United Kingdom should 
make important contributions to the Colombo 
and to other similar developments within the Commonwealth as 
expand its investments abroad through private enterprise. 
ese things we shall lose our place in the markets 
countries concerned. : 
ised: that the effects of the credit squeeze do 
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not a and end in London or in the United Kingdom. It is true 
not begin once of the sterling area naturally takes the first pressure ; 
but the effects of action at the centre necessarily work their way 
outwards, and it would be idle to suppose that borrowers nearer the 
periphery of the sterling area will remain unaffected by recent monetary 
measures in this country. It will be of interest to watch the longer- 
term effects in this wider context. Overseas banking cannot but be 
made increasingly aware of this aspect of the squeeze during the 
current year, and I would not be surprised to see firmer rates in many 
countries which to outward appearances so far have not been affected. 
This of all times is not one in which to indulge in prophecy, but in 
so far as our immediate future is in our own hands I see no reason 
to be pessimistic. 4 


THE NATIONAL BANK OF INDIA, LIMITED 


Registered in London under the Companies Act of 1862 on the 23rd March, 1866 


‘ESTABLISHED IN CALCUTTA, 29th SEPTEMBER, 1863 
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Paid-up 
Reserve Funds 
Number of 


HEAD OFFICE « 


eee@eeeeeveeeeeeeee8 


26, BISHOPSGATE, LONDON, E.C.2, 


BALANCE SHEET, 3ist DECEMBER, 1955 


1955 
£ £ 
Capital—Authorised and Subscribed 

= 4,562,500 Shares of £1 each, . . 4,562,500 


Paid-up 12/6d. per Share. ee ee @ @ 
Reserve Funds—Including Share 

Premium Account £1,128,750 (1954<— 
SEAMS). 6 60 66 we eee OO 
Profit and Loss Account—Profit unap- 
propriated. ..ecececseccece 


2,851,563 


3,104,687 


275,442 


6,231,692 
Current Liabilities, Provisions and other 


ts— 

Current and other Accounts, including 
provision for diminution in value of 
assets, taxation on profits to date and 
reserves for contingencies. . . . « 
Fixed and Short D Wis tos ws 
Amounts due to Subsidiary i 

Loans Payable... 2 ce sc nee 
Bile Payable. ww cc ces aser 
Acceptances for Customers. ... . » 
Second Interim Dividend less Income 
Tax for the year ended 31st Decem- 
ber, 1955. ee eevee seece 


100,831,411 
29,202,932 
2,094,964 
4,000,000 
2,141,394 
903,681 


31,109,964 
2,410,751 


1,722,068 
1,032,549 


125,469 122,974 
139,297,356 


£145,529,048 


139,844,754 


NOTES 


1, Securities to the nominal value of £695,000 (1954-£868,685) bave been lodged 
as security for Government accounts and for guarantees issued to.Indian Govern- 
ment Departments. 

2, Bills receivable rediscounted amount to £240,304 (1954-£159,632) of which 
up to 23rd February, 1956, £150,331 have run off. 

3, There are forward contracts outstanding for the purchase and sale of Bills and 
Telegraphic Transfers. 

4, Liabilities have been incurred in of building contracts for new premises 
amounting to approximately £485,000 (1954-£489,000). 

5, There are contingent liabilities in respect of confirmed credits outstanding amount- 
ing to £10,452,854 (1954-£9,088,477). ; 

6. There are contingent liabilities in respect of guarantees entered into in the ordinary 
course of business. 

7, Overseas Current Assets and Liabilities have been converted at the rate of 1/6d. 
per Indian Rupee, 1/6d, per Ceylon Rupee, 1/6d. per Burma Kyat, 1/6d. per 
Pakistan Rupee and £1 per 20 East African Shillings, and other currencies at the 
tates of exchange ruling on 31st December, 1955. 


1954 

& 
Current Assets— 
Cash on Hand, at Call and Short Notice, 
and ot Danke: « 6 2 och eee 88 
Investments at under Market Value: 
British Government and other Securities 
quoted on the London Stock Exchange 
Indian, Pakistan, Ceylon and East African 
Government and other Securities quoted 
on Overseas Stock Exchanges. . « « 14,802,755 
Unquoted Investments. «se eee 6 323,968 


— including Tréasury 
i *eeteeeneeste8eeeee#e#e#e#e# 

Loans Receivable and other 
sums. due to the Bank. eevee 
Customers for Acceptances per Contra. 
| set cee Plime eeeeevee8 
Shareé at cost less amounts written off , 
Amounts due 


15,756,003 


11,586,979 11,964,059 


13,546,717 

208,926 
27,090,782 
29,746,594 


66,439,122 
903,681 


141,024,284 


30,077,476 


63,625,933 
1,032,549 


135,834,583 


1,700,000 


, 1,700,000 
178,835 


429,551 


eoeeeeeeeee@@ 


2,129,551 
Bank Premises, Property and Furniture 


2,131,336 at cost, less amounts written off . « » 


£139,844,754 
uenesietateense 


2,375,213 
£145,529,048 


W. KERR, Deputy General Manager. 


D. A. DEELEY, Accountant, 
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REPORT OF THE AUDITORS TO THE MEMBERS 


We have obtained all the information and explanations which to the best of out 
knowledge and belief were for the of our audit. In our opinio® 
proper books of account have been kept by the Bank so far as appears from our 
examination of those books and proper Returns adequate for the purposes of our 
audit have been received from Branches not visited by us, We have examined the 
above Balance Sheet which is in agreement with the books of account and Returns. 
In our opinion and to the best of our information and according to the explanations 
given to us the said Balance Sheet gives the information required by the Companies 
Act, 1948, in the manner thereby authorised for Banking Companies and on such 
basis the Balance Sheet gives a true and fair view of the state of the Bank’s affairs 
as at 31st December, 1955. 


We have also examined the annexed Consolidated Balance Sheet and Consolidated 


Companies Act, 1948, in 

t thereby Companies and, on this basis, give a true 
and fair view of the state of affairs and of the profit ascertained in the manner i 
indicated of the Bank and its Subsidiaries so far as concerns members of the Nati 
Bank of India, Limited, 


London, 24th February, 1956, 
COOPER BROTHERS & CO, 
W. A. BROWNE & CO. 


: 


t Chartered Accountants. 
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JUTE INDUSTRIES LIMITED 


CROP RESTRICTION BY PAKISTAN 
INCREASED PRODUCTIVITY 
LOWER PROFIT MARGINS 

EXPANDING DOLLAR EXPORTS 


MR W.G.N. WALKER’S STATEMENT 


The thirty-fifth annual general meeting of Jute Industries Limited 
was held on March 9th at Meadow Place Buildings, Dundee, Mr W. G. N. 
Walker (chairman and joint managing director) presiding. 

The Secretary (Mr W. A. Jeffray, C.A.) read the notice convening the 
meeting and the report of the auditors. 

Addressing the meeting, the Chairman said: With your permission I 
will take the accounts and the report of the directors as read. (Agreed.) 

Before dealing with more domestic matters I want to place on record 
the great honour bestowed upon your company by the visit of Her 
Majesty the Queen and H.R.H. The Duke of Edinburgh to our 
Camperdown Works on 28th June, 1955. 


The year under review has been one of wide fluctuations in prices. 
From the Pakistan minimum price of £90 per ton for Mill First quality 
in August 1954, the peak of £125 per ton was reached in February 1955, 
after which a rapid decline took place, and in May prices had again 
fallen to minimym level. In spite of devaluation of the Pakistan Rupee 
on July 31, 1955 this minimum leve! was maintained until the beginning 
of December 1955, when prices again began to move up. By the first 
week of February 1956 Mill Firsts had increased by £18 per ton and were 
still at that level at the beginning of this week; over the past day or 
two prices have hardened still further. 

Crop restriction unfortunately appears to have become a permanent 
feature in the policy of the Pakistan Government; the figure of 5%% 
million bales, again fixed for the crop which is about to be sown, is a 
dangerously low one and provides no margin for adverse weather or 
other abnormal conditions. 

The floods in the autumn of 1954 reduced the carry forward between 
30th June, 1954, and 30th June, 1955, from 1,000,000 to an estimated figure 
of 300,000 bales. This low carry forward in 1955, combined with a 
recurrence of. flooding in August 1955, might have been disastrous had 
# not been that the sowings of the 1955/56 crop were rather above the 
Pakistan Government's target and also that the yield appears to be above 
normal. The crop suffered little or no damage from the 1955 flooding 
but the resulting serious dislocation and delays in shipment caused great’ 
inconvenience to the raw jute consuming industries of the world. 

While the quality of medium and lower grades of the 1955/56 crop is 


so far satisfactory, the average quality is disappointing and higher grades 
are now in short supply. 


You will have seen in the accounts that Capital Commitments as at 
3th September, 1955, were estimated at £1,000,000, a substantial proportion 
of which relates to the new Douglasfield Works. There is no need to 
repeat what I said last year, as nothing that has happened or been said 
in the intervening period has caused your directors to alter the views 
expressed then. 

These works when completed will help to satisfy the ever increasing 
demand for yarn required to manufacture our exports to the dollar 
markets, and thereby make an important contribution to the national 
economy. 

Due regard and weight will be given to the Government's latest 
Measures to combat inflation. It must be appreciated, however, that 
the bulk of the Government’s proposed retrenchment is at the expense 
of capital development and that immediate relief is being sought by 
mortgaging the future. Manufacturing industry cannot "turn the tap” 
on and off at a moment’s notice, and a reasoned compromise must be 
maintained if industry is to earn its right to exist in the long term. 

The Government's proposal to withdraw investment allowances is a 
Particularly severe blow to companies in the midst of a capital 
nn programme. In this connection you will be pleased to 
earn that practically all the contracts covering the buildings and 


machinery for Douglasfield Works had been placed prior to the Govern- 
ment’s announcement. 


Adverse criticism has recently been levelled against British industry 
on the grounds that it lacks enterprise, is not taking steps to increase 
SS a per worker, that increases in costs are automatically passed 
: — the consumer, and that it is complacent about the export drive. 
ts not believe that these criticisms are as a whole well founded. 
oe a do not apply as far as your company is concerned, as 
Secun emonstrated by data which I shall submit concerning our major 
= acturing activities over the past five years and relating to almost 

ree-quarters of the Group Trading Profit. 


Ber following index table shows how the productivity per worker 
‘p-oyed has increased over the past five years :— 


Index of 
Productivity per 
Worker employed 


Representative Week 
early in year 


1951 100 
1952 * 100 
1953 113 
1954 116 
1955 123 
1956 127 


* Trade Recession 
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This increase in Productivity has been a hieved = 
chiev i 
oo of modern machinery. It has ie “a oe aa 
y a large number of our workpeople accepting redughageate cae 
a 


modern methods of work 
rewarded. evaluation for which they have been duly 


There is still a tendency 
methods of work evaluation and redeployment 
denying themselves the opportunity of earning 


living and are also, in the | 
5 ong run, makin 
and in other industries less secure. ee 


for some of our workpeople to resist modern 


By doing so they are 
a higher standard of 
jobs of those in this 


_The profit per unit of 
five years. We have bee 
level only by increased 
on a multi-shift basis. 


Production has continued to fall over the past 
n able to maintain our profits at a reasonable 
Production from up-to-date machinery operated 


Index of Production and Profits 


Profit, less Inland Profit per Unit 


Year Ending Level of Revenue Depreciation of Production 
Sept. 30th Production Allowance before iuxation 
1951 100 10€ 100 
1952 94° 7 81 
1953 116 91 78 
1954 122 102 83 
1955 130 87 67 


* Trade Recession 


Your directors and executives have gone out into world markets and 
have studied certain of them at first hand. As a result -of these visits 
our manufacturing potential has been adjusted and expanded to meet 
export market requirements. I am pleased to be able to tel] you that 
our volume of exports in 1955 was more than twice what it was in 1951, 
when restrictions by export licensing were removed. Furthermore, in 
1955 three-quarters of our exports went to dollar countries and we earned 
in dollars the equivalent of over £1,000,000 sterling for this country. 


We are constantly endeavouring to improve the quality of our products 
and are finding that these are becoming increasingly acceptable to 
consumers as a whole. Your company specialises in the supply of jute 
yarns to the carpet industry: recently we put on the market a new 
package which was specifically designed for that industry. We call 
this our Precision Pack and we are now delivering substantial quantities 
of this to many customers. It has been well received and has more 
than lived up to our expectations. Production of this specialised pack 
will continue to expand. 


A high level of production and reasonable profitability hes been 
maintained since October. It is difficult under prevailing circumstances 
to forecast the future with any degree of certainty, but order -beoks 
at the moment are well filled and, short of a major trade recession, we 
see no reason for undue pessimism. 


Any success that your company has achieved over the past few years 
has in no small way been due to the fine spirit of loyalty and co- 
operation which exists at all levels within the organisation. To all 
executives, managers, staff and employees at home and overseas I em 
sure you would wish me to convey your most sincere thanks. 


The report and aceounts were adopted. 








H. M. HOBSON 
CONTINUED EXPANSION 


The 20th annual general meeting of H. M. Hobson Limited was held 


on February 29 in London. 

Mr T. Simpson (the Chairman) presided and, 
speech, said :— 

The year to 30th September, 
expansion and your Directors h 
maintained as far as they are able 

The Group Profit before taxation, ang om 
with £402,313 last year. Taxation absorbs *<<, 
Net Profit for the year 1s £237,378 compared ere weg 
Directors recommend the payment of a dividend of 15%e (less —_ a 

Regarding the future, our Design and Technical Department } : . 
stantly working on new projects to ensure continuity of aa 
standard of products. We exhibited at the First International = oe - 
of the Peaceful Uses of Atomic Energy in Geneva in ees ee 
Reactor Control System designed and developed in none eine 
the Reactor Engineering Department at Harwell and for which w ) 
received production orders. 

In order to maintain this 

2 i nt available, 
the purchase of the latest equipment : Sh 
resulted, in our opinion, with your Company possessing one 
finest precision factories anywhere. ; 

As a result of the past and present policy - . 
pleased to report an exceptionally full order “9 A eal 
thing very unforeseen occurs, the profits will be 


current year. 
The report was adopted. 


in the course of his 


1955, has been one of progress and 
ave every confidence that this will be 
to judge the foreseeable future. 

amounted to £469,096 compared 
218 and the consolidated 
Your 


i th 

ress it is necessary to continue w! 
Saad a policy which has 
of the 


f your Company we are 
and—unless some- 
in the 


Imprimerie St Paul, Switzerland. 
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